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60-cell FME-15 Exide-Manchex in battery roon 
Mounted on #37343 two-step Exide rack. 


(Left) Aerial view of test and control buildings ay 
high-voltage yard of new G-E Switchgear Developme 
Laboratory at Philadelphia. 


IN THE NEW G-E SWITCH GEAR DEVELOPMENT LABORATORY 


Exide-Manchex Batteries 


“Largest of its type in the world!” With Exide-Manchex Batteries on the 
These are among the words used to job, you can always count on positive 
describe the new high-capacity develop- switchgear operation . . . instantaneow 
ment laboratory of the General Electric power . . . extra long battery life . . . lov 
Company. It is capable of delivering costs of operation, maintenance, deprec¢ 


5,250,000 kva asymmetrical, 3,200,000 
kva symmetrical, 3 phase, at generator 
voltage, and of testing power circuit 
breakers and other switchgear appa- 
ratus at voltages up to 440,000 volts. Various sizes and types of Exide Batteries, 


The battery being used for tripping and up to 100 ampere-hours capacity, ar 
closing the breakers in this development available in plastic containers. 

work is the Exide Manchex. The battery 

will also be used for oscillograph opera- THE ELECTRIC STORAGE BATTERY C0. 
tions and to supply indicating lamp loads Philadelphia 2 

and power for two 15-hp lube oil emer- Exide Batteries of Canada, Limited, Toronto 
gency pumps for the generators. “Exide” and “Manchex" Reg. T.M. U.S. Pat. Off. 


1888...DEPENDABLE BATTERIES FOR 64 YEARS...195 
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ation. Exide is your best battery buy 
...at any price. 
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In averaging 1.13 lb. of coal per kilowatt-hour during the past year, America’s electric 
companies set a new record in their uninterrupted drive to hold down the cost of electric power 
generation. This continued, phenomenal, year-by-year record of progress has resulted from 
painstaking attention to the details of a// equipment needed for the production of electricity. 
Of particular significance have been B&W developments in fuel-burning methods and 

steam generation. Many of these are included in today’s most efficient stations having 

heat rates of less than 0.8 Ib. of coal per kilowatt-hour. 


From B&W Research and Development have 
come such advances as Pressure-Firing, Cy- 
clone Furnaces, improved alloys for high 
steam temperatures, Cyclone-Steam Separators 
for simplified high-pressure operation, better 
methods of steam temperature control, divi- 
sion walls for compact furnaces, and many 
others. Separately and in combination, these 
modern engineering features are aiding the 
power industry in its endless search for 
cheaper, more reliable electric power genera- 
tion. 


Our engineers will be glad to provide the de- 
tails on these and other advances coming from 
B&W ’s continuous Research & Development 
Program. The Babcock & Wilcox Company, 
Boiler Division, 161 East 42nd Street, New 
York 17, N. Y. 
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Pressure-Firing, Gas Recirculation, Cyclone Furnaces, High Pressure and Temperature with Reheat, 
and Cyclone Steam Separators are features of this B&W Radiant Boiler on order for a mid-west 


power company. Rated steam capacity—1,200,000 Ib. per hr. Design pressure—2125 psi. 
Pressure at superheater outlet-—1900 psi. Final steam temperature—l050F. Reheot to 1000F. 
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HE recent introduction by Senator 

Magnuson (Democrat, Washing- 
ton) of a joint resolution for another 
Federal Trade Commission investigation 
of public utility expenditures raises some 
interesting questions, as well as memo- 
ries, of the long 8-year investigation of 
utilities by the FTC which followed the 
Walsh resolution in 1928. Senator Mag- 
nuson’s statement, on behalf of himself 
and ten other Senators, who joined in 
sponsorship, drew a parallel between cir- 
cumstances prevailing in the late twenties 
and early thirties and those prevailing 
today. He concluded, after some debat- 
able remarks about the ineffectiveness 
of state commission regulation, that the 
utilities are about due for another investi- 
gation, especially into their publicity and 
advertising practices, etc. 


But any kind of close analysis of the 
two situations would suggest that Sena- 
tor Magnuson’s parallel is pretty wide of 
the mark. In 1930 the industry did ad- 
mittedly have financial and holding com- 
pany problems which needed cleaning up. 
Today, the industry has a record for con- 
servative financing. Holding company 
reform under strict Federal regulation is 
just about nearing completion. 


In 1930, there was a national depres- 
sion following a stock market crash, in 
which thousands of working people lost 
lifesaving in unwise stock investments 
—some of it in holding companies. To- 
day, we have record-high business activ- 
ity and employment. The holding com- 
panies have all but disappeared, while 
the operating company securities have 
become safe, except for the shadow of 
socialization thrown by the aggressive 
Federal power program which Senator 
Magnuson and his associates have gen- 
erally supported. 


In 1930, the electric utility industry 
was probably at the low point of its rela- 
tions with the public. Today, as a result 
of hard work and good service, public 
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confidence has been generally restored, 
which is more than can be said of some 
government operations. In other words, 
the electric utilities have had their bap- 
tism of fire and have been through the 
mills of reform. 


WHETHER utility expenditures should 
be investigated is not an easy question 
to answer offhand. But it raises the ques- 
tion of whether other types of activities 
hostile to the utilities might also be in- 
vestigated at the same time. Repre- 
sentative Dondero (Republican, Michi- 
gan) several weeks ago introduced a 
resolution to investigate the whys and 
wherefores of some propaganda activity 
being organized to promote Federal pub- 
lic power expansion. Possibly, these two 
ideas could be combined so as to yielda 
complete picture—if a picture is neces- 
sary or important at this time. 


One other question remains, however: 
whether any valuable result is likely to 
come of such an investigation if it were 
conducted during the heat of a political 
campaign. Efforts to promote such a 
probe at this time raises the inescapable 
suspicion of political maneuvering for 
campaign purposes. That, in turn, would 
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ave financial experts enough information 
to analyze your Company correctly? 












@ The decisions of financial analysts play 
a vital part in the investment community. 
Hence, almost all utility companies do a 
fine job of keeping analysts informed of 
their operations. 


When furnishing such information, it is 
highly advisable to know exactly what is 
wanted and how to present it. And that’s 
the purpose of the Irving’s new series of 
Public Utility Bulletins . . . to help you in 
your constructive program of keeping the 
financial analyst informed. 

For your copies of current and future 
Bulletins, write us or call our Public Utili- 
ored, ties Department. 


some 
ords, 
bhp F IRVING TRUST COMPANY 


1 the 





ONE WALL STREET « NEW YORK 15, N. Y. 


Capital Funds over $120,000,000 
Total Resources over $1,300,000,000 


ould Witutam N. Enstrom, Chairman of the Board 
stion Ricuarp H. West, President 
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8 PAGES WITH THE EDITORS (Continued) 


seem to suggest that any inquiry might 
better be conducted in the calmer atmos- 
phere which we all hope will prevail after 
the election. But by that time maybe the 
whole question of such an investigation 
will lose its attractiveness for some of 
the senatorial sponsors of the Magnuson 
resolution. 


OnE of the difficulties likely to con- 
front any investigation into relative 
propaganda efforts on behalf of public 
power expansion as compared with those 
of business-managed utility companies 
is the publicity advantages enjoyed by 
government because it is government. 
Privately owned utilities have to pay high 
prices for inferior space position in news- 
papers in which President Truman’s own 
recent comments on this very subject, 
enjoy free coverage by right of his offi- 
cial .position. The New York Daily 
News, recently commenting on this edi- 
torially, facetiously suggested that the 
space rates for its news coverage of the 
President’s speech would have amounted 
to $710. The editorial was amusingly 
captioned, “Okay, Harry—Send Us 
$710.” 


Not only the President but Federal 
departments and bureaus have access to 
government publication privileges. In- 
deed, some of the most persuasive state- 
ments on behalf of Federal programs are 
made in the form of reports to Congress, 
which can reasonably be explained as a 
Federal agency’s simple duty to make 
under the law. The opening article in 
this issue is an analysis of the background 
and content of one such recent report 
dealing with the Missouri basin. It is a 
report by the Interior Department. The 
analysis has been made for us by the 
nationally known syndicated newspaper 
columnist, Ray Tucker. The first instal- 
ment begins in this issue. 


* * * x 


NOTHER well-known professional 
A writer of business articles in this 
issue is GEorGE W. KEITH, who gives us 
a clear-cut explanation of the public 
power preference clause (beginning page 
77). Mr. KEITH points out one of the 
difficulties in dealing with some develop- 
ments in the controversial field of public 
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power operations—that is the lack of pub- 
lic understanding. He claims that while 
the public preference clause affects mil- 
lions of electric consumers in the United 
States—about four-fifths of them adverse- 


ly—only a few are aware of it. 


* * * * 


HAIRMAN JOHN C, DOERFER of the 

Wisconsin Public Service Commis- 
sion, whose article on “Gas Regulation 
from the Consumer’s Viewpoint” appears 
on page 84, was first appointed a member 
of that commission on July 11, 1949. He 
is a graduate of the University of Wis- 
consin (BA, ’28) School of Commerce, 
and he worked three years as an account- 
ant with Price Waterhouse and Cosden 
Oil Company. In 1934 he was graduated 
from Marquette University Law School 
(JD, Cum Laude), After some private 
practice in West Allis (a Milwaukee 
suburb), he was elected city attorney of 
that community for four years and sub- 
sequently re-elected in 1944 and 1948. 
He has long been active in the affairs of 
the Institute of Municipal Law Officers 
and in various state and local bar asso- 
ciation groups. 


THE next number of this magazine 
will be out July 31st. 
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One (uth Coll 


FILLS 


OF YOUR MICROFILM NEEDS 


Remington Rand—the only company that gives you single-source 


convenience, single-source responsibility for all your 


microfilm equipment and service requirements. 


Dual Film-a-record 


If You Need A Camera— Dual Film-a-record 


The machine that gives you the most in 


microfilming . . . high-speed feeding, with or 
without automatic feeders, 15” feeding 
throat, clear and sharp images, interchange- 
able lenses, with a single camera . . . features 
that combine for flexible, efficient and eco- 
nomical operation! 


If You Need Humidifying Film Storage Cabinets, 
Microfilm Processors, 16mm. or 35mm. Film, 
Film Cartons, Contact Enlargement Paper, 
Developers, Fixers and Washes, Microdex 
Filing-on-Film, Kard-a-Film Microfilm Filing 
on Cards. Look to Remington Rand! 


Find out more about Remington Rand’s complete 
line of microfilm equipment and services. Get the 
full story today at your nearest Remington Rand 
Business Equipment Center or write Room 1237, 


315 Fourth Avenue, New York 10, N.Y. 


Electronic AO Reader 


If You Need A Reader— Electronic AO Reader 
Gives you the greatest ease and most com- 
plete readability for viewing microfilm of any 
reader now available. Remington Rand also 
has the economical, all-purpose Standard 
Reader, the Library Reader, the Portable 
Reader and the Kard-a-Film Reader for view- 
ing microfilm filed on cards. 


Or Remington Rand Can Do the Whole Job for 
You. A complete microfilm service that means 
that with our staff and our equipment we 
analyze, prepare, film and index your records 
on microfilm. Film is returned to you ready 
for immediate use, in cartons designed for 
utmost filing efficiency. 
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Coming IN THE NEXT ISSUE 
| . 


TRANSISTOR ELECTRONIC AIDS TO COMMUNICATIONS 


We are already well launched into the electronic age. Within the next 
decade, there will be more than 50,000,000 television sets operating 
in the United States. We will be using microwave, facsimile, and TV for 
transmission of business information, telemetering for reading gauges at 
long distances, electronic business machines, and memory devices for com- 
putors. The heart of such apparatus is likely to be the tiny transistor—the 
mighty miracle mite—pioneered by the Bell system and now the subject of 
many applications in the field of electronics. Howard J. Carswell, business 
writer, now on the staff of the Guaranty Trust Company of New York, de- 
scribes some of the operating utility ramifications of the transistor. 


HAVE THE PRIVATE POWER COMPANIES ANY FUTURE? 


It is pretty well established by now that many electric utility executives 
feel there is serious basis for alarm that the industry may become socialized 
as the result of Federal encroachment and the expansion of publicly owned 
power operations. But here is the message of a top-flight utility executive 
who recently told the assembled members of the Edison Electric Institute 
that there is good reason for hope and faith in the future of the industry 
under its traditional business-managed system of company ownership. J. 
E. Corette, vice president of The Montana Power Company, does not 
underestimate the threat of socialization, but he sees also the opportuni- 
ties for private enterprise to leave public ownership far behind. 


INTERIOR'S ADVENTURES IN THE MISSOURI BASIN. PART il. 


In the first instalment of his 2-part article, Ray Tucker, nationally known 
newspaper columnist, reviewed the background of Federal planning for 
Missouri basin development. In this concluding instalment, Mr. Tucker 
specifically reviews a recent reconnaissance report by the Interior Depart- 
ment on its own plans for putting the Missouri river to work, damming its 
floods, developing its hydroelectric power, utilizing its waters for irriga- 
tion, and so forth. There are a number of by-product results. 


HEAT PUMP UP TO DATE 


The next big step in the way of general utilization of electricity by the 
public will come with the heat pump—an electric device for heating homes 
and factories through the thermal temperature of subterranean elements, 
especially water. John P. Callahan of The New York Times staff has made 
a study of the present status of the heat pump, how it works, and how soon 
we can expect the electric industry to be engaged in promoting the distri- 
bution of this space-heating appliance. 


* 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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There’s a faster way! 











Our Cro-Magnon friend, who had lots of 
time on his hands, didn’t worry too much 
about getting work done faster, or at 
lower cost. 


For you—things are different! 


Because of today’s high cost of doing 
business, you cannot afford to overlook 
any opportunity for cutting costs. 


Specifically, we have in mind the efficient 
method of compiling bill analyses. 


Our one-step method of bill analysis does 
away with the necessity for temporarily 
acquiring, training and supervising a 
large clerical force. Our experienced 
staff plus our specially designed Bill Fre- 
quency Analyzer machines can turn out 
the job in a few days at a cost that is 
often 14 the expense of having the work 
done in your own offices. 


We think you will find the booklet, “The 


One Step Method of Bill Analysis” most 
interesting. Send for it today. 


P.S. If you use punched cards for billing, 
we are also equipped to make your analyses 
from them. 


SAVES 50°% IN TIME AND MONEY 


— 


| Sees nanan = 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step. 


RECORDING AND STATISTICAL 


CORPORATION 
100 Sixth Avenue New York 13, N. Y. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





CCoukelle CEaurke 


never was in the world two opinions altke.” 


BeN MorEELL 
Chairman of the board, Jones & 
Laughlin Stcel Corporation. 


Louis P. GOLDBERG 
Chairman, Social Democratic Fcd- 
cration, New York city. 


AvpBerto GAINZA Paz 
Former Publisher, La Prensa, 


Argentina. 


EpiroRtAL STATEMENT 
The Wall Street Journal. 


WILLIAM RANDOLPH HEARST 
Late publisher. 


IIArryY FLoop Byrp 
U.S. Senator from Virginia. 


DecuHarp A, HuLcy 
President, Lone Star Gas 
Company. 


EprrortaL STATEMENT 
New York Journal of Commerce. 


CHARLES E. WILSON 
Former Defense Mobilizer. 


—MonrTAIGNE 





“It is only by education of the people that we will 


survive.” 


* 


“We want a subsidized rapid transit, a service that is 
just as important to the people as any other social service.” 


¥ 


“Secrecy, even more than violence, is the hallmark of 
despotism; full information goes only with democracy.” 


. 


“If we have government by the whims of men instead 
of by law, none of us are safe from the changing whims 
or the changing men.” 


* 


“We cannot live off the government, because the gov- 
ernment in a democracy is ourselves, and every dollar the 
government spends is a dollar we ourselves pay.” 


> 


“Once the American dollar goes down, we will enter 
an age of international darkness. must 
demand that, short of total war, our Federal budget must 


The voters... 


be balanced.” 

“T don’t say that it is going to happen tomorrow. But 
I do say, look out America. We are being hustled toward 
Socialism by the exploitation of whatever emergencies 
its disciples can find or create.” 


a 


“We never could warm up to the St. Lawrence project, 
and we still can’t. As far as the power part of the project 
is concerned, we are convinced that private industry car 
handle the job better and at less cost than the govern- 
ment.” 


> 


“After twenty years of a planned campaign and after 
the frightening expenditure of billions of dollars aimed 
at providing security for the common man, the individual 
today is beset with a feeling of total insecurity. Almost 
every step toward that shining goal has somehow carried 
us away from it.” 


12 
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‘Satisfaction 
all the way 
with Dodge!” 


.. says F. F. WASSER 


South Carolina Electric & Gas Co. 
Columbia, S. C. 






We have been using Dodge trucks of 
ll sizes, from 1%-ton through 3-ton, for 
ver 15 years. 


I guess that speaks for itself. There’s 

n satisfaction all the way with 
Dodge! Maintenance cost is less than 
ne average of other trucks we use!” 


Dodge ‘‘Job-Rated’’ trucks are serving 
many utility companies with the thor- 
ugh satisfaction expressed by Mr. 
Wasser. They will save time and work 
nd money in your service, too. 









or example, you get a money-saving 
high-compression engine with 4-ring 
istons, chrome-plated top rings and ex- 
haust valve seat inserts. You also get ex- 
teptional handling ease, braking safety, 








se 
















cab comfort, and other advantages. 


What’s more, Dodge trucks offer g¥rol 
Fluid Drive—available on 4-, 34- and 
1-ton models—to give you smoother per- 
formance, save wear, lengthen truck life. 


Your friendly Dodge dealer will be 
happy to tell you more. 





JODGE vob Rad TRUCKS 





BENJAMIN F. FAIRLESS 
Chairman of the board, United 
States Steel Corporation. 


Lewis A. Pick 
Lieutenant General, United States 
Army. 


HERBERT HOOVER 
Former President of the 
United States. 


IrvinG M. Ives 
S. Senator from New York. 


EprtortaAL STATEMENT 
New York Journal American. 


Leon H. KEYSERLING 
Chairman, Council of Economic 
Advisers. 


Henry Foro II 
President, Ford Motor Company. 


Irvinc S. Ops 
Former chairman of the board, 
United States Steel Corporation. 
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“Everybody is for stabilization as long as it is the other 
fellow who’s getting stabilized; and a lot of people are 
demanding ‘equality of sacrifice,’ when they really mean: 
‘Let’s you and him go broke!’ ” 


¥ 


“It’s the greatest honor of my life, that I saw the vision 
of the Missouri basin and had the guts to put my plan 
across. Control of the river is going to bring wealth to 
this great country of ours—and it’s going to stop floods.” 


* 


“Tf we are going to allow the government to take over 
and support our institutions, we are going to lose some- 
thing of American life of infinite importance—and that 
is the reliance of the citizen, on the citizen, as distin- 
guished from the government.” 


* 

“The overriding issue today is once again slavery—not 
the physical subjugation of a specific group but the in- 
sidious encroachment of all-inclusive government into the 
lives of all of us, destroying our personal liberties, one 
by one, and undermining our free institutions.” 


5 


“The political and moral climate of any age unques- 
tionably influences the minds of men who live in it. In 
this age of ours there has been a dangerous drift toward 
the usurpation of power by men who, under compulsion 
of an emergency, consider themselves above the law.” 


* 


“There is no great danger to the capacity of our econ- 
omy to sustain the burden of the defense program, but 
rather the danger is that many people do not want it to 
do just that. We have not overstrained ourselves, we are 
almost carrying the defense program on our shoulders.” 


* 


“When the American people accepted economic controls 
and regulations after Korea, I’m sure they expected that 
all segments of the economy would share equally in the 
sacrifices and that all parties . . . would retain in ali its 
essentials our philosophy of economic freedom. Unfor- 
tunately, we were wrong on all counts in making such 
an assumption.” 


os 


“The whole recorded history of man is strewn with 
the wreckage of the great civilizations which have crum- 
bled under price controls; and in forty centuries of human 
experience there has never been—so far as I can discover 

a single case where such controls have stopped, or even 
curbed for long, the forces of inflation. On the contrary, 
in every instance I can find they have discouraged pro- 
duction, created shortages, and aggravated the very evils 
they were intended to cure.” 
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This announcement appears as a matter of record only and is under no circumstances to be construed as an 
offering of these securities for sale, or as an offer to buy, or as a solicitation of an offer to buy, 
any of such securities. The offering is made only by the Prospectus. 
sion 
plan 
h to 


NEW ISSUE 


ds.” 


309,360 Shares 


Florida Power Corporation 


Common Stock 


(Par Value $7.50 Per Share) 


Subscription Price $20 per Share 


Rights, evidenced by subscription warrants, to subscribe for these shares have been issued 
by the Company to the holders of its Common Stock of record on June 30, 1952, which 
rights expire at 3 P.M., New York Time, on July 16, 1952, as more fully set forth in the 
Prospectus. The several underwriters have agreed, subject to certain conditions, to pur- 
chase any unsubscribed shares and, both during and after the expiration of the subscription 
period, may offer shares of Common Stock as set forth in the Prospectus. 








Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may legally offer these securities in such State. 


Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Beane 


July 2, 1952, | 
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New York’s largest 


STEAM GENERAEORAa 


«< 
‘ _ 








New York is perennially “‘bursting at the seams’’—but there 
is always a way to accommodate additional development. This 
is made possible by wise city planning and the far-sighted policy 
of the Consolidated Edison Company of New York, Inc. which 
keeps ahead of New York's ever-growing demand for electricity. 
The new Foster Wheeler Steam Generator now being con- 
structed for the East River Station of the Consolidated Edison 
Company is a contemporary example of how one organization 
seeks to anticipate the needs of future populations. 


FOSTER WHEELER CORPORATION 





ss 
New FW Steam Generator 
for the East River Station of the 
Consolidated Edison Company 
of New York, Inc. 

Maximum Capability 1,450,000 Ib per hr 
Pressure Superheater Outlet 1850 psig 
Primary Steam Temperature 1000 F 


Superheat Control Range 325,000 to 
1,450,000 Ib per hr 


Reheat Steam Temperature 1000 F 


ation REHEAT Unit 
anes lel ae 
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STEAM OF SUPER PURITY—Application of 
dual circulation principle produces steam of 
lowest contamination especially silico. 


RADIANT SUPERHEATER—in combination with 
convection superheater enables attainment of 
full primary steam temperature from 25%, 

to full load. 


CONVECTION REHEATER—Location in low 
temperature zone after convection superheater 
provides protection against all variables 

in operation. 


CONSERVATIVE FURNACE—Low heat 
absorption rates per unit area and low 
furnace exit gos temperatures. 


FOSTER WHEELER BALL MILLS —High ovoil- 
ability, low maintenance and sustained 
fineness of pulverization. 


FOSTER WHEELER TURBULENT BURNERS —Turbulen 
action of air and fuel produces uniform mixture for 
complete combustion and even heat distribution. 















































ADWAY, NEW YORK 


OSTER G WHEELER 
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How to make his job easier.. 


too! 


He doesn’t need to subtract, or even 
write the figures longhand. And the 
Accounting Department doesn’t ques- 
tion his arithmetic or his handwriting. 

He records the meter readings with 
only a few simple pencil marks on IBM 
Cards. His job is easier . . . results are 
better. 

But this is only a small part of the 





story. Other IBM electronic develo 
ments have improved all phases ¢ 
customer accounting . . . includin 
bill calculation and audit functions. 


IBM’s leadership in applying electro 
ics to business machines has given uti 
ties a ready means for reducing costs 
well as providing better service f 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATIO 
590 Madison Avenue, New York 22, N. Y. 


TRADE MARK 
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EBASCO SPECIALISTS CAN HELP YOUR BUSINESS PICTURE 


A good business man gives special problems to specialists. He knows that resultsare better. 
Because he and his top men are free for other important duties, his whole organization 
benefits. For nearly half a century EBASCo consultants have focused their talent and 
skill directly on troublesome business problems... have solved them quickly, economi- 
cally and efficiently. Solved them, moreover, without adding permanently to company 
payrolls, or disturbing existing company procedures. 





Are you planning to expand your present market... modernize your plant... construct 
a new one? Esasco can help with each job from initial planning to completion. Thinking 
of inaugurating an industrial relations program... or making extensive cost studies? 
Esasco will do any part or all of a job, for large companies or small. 


Esasco has accumulated in a single organization all the outside assistance you need to 
solve any business problem and serves virtually every type of business and industry, 
in all parts of the world. 

To find out how Ebasco can serve you, send for your free copy of ““The Inside Story of 
Outside Help.”’ Address: Ebasco Services Incorporated, Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


gtth8* COMS2,, INCORPORATED 


£(Eism . New York + Chicago - Washington, D.C. 
- eBASED Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financial 
Industrial Relations - Inspection & Expediting - Insurance, Pensions & Safety 
“*ea, consott™ Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 


Ad 
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79,000 
TONS 


International’s TD-24- 
the Big Red “Champ” 
—keeps huge coal 
stock piles ready 
for instant use 





‘aR. Py 


READY FOR EMERGENCIES: International TD-24 adds more coal to Appalachian’s 175,000-ton stock pile. 


Here’s a utility company’s life insurance in a heap— 
the 175,000-ton coal stock pile of the Glen Lyn, 
Virginia, plant of Appalachian Electric Power Com- 
pany—acres of coal ready to keep the chain of 
power flowing constantly. 

Dressing the pile and keeping it ready for use is 
a problem, with an additional intake of 2100 tons 
to be handled every day from 30 to 35 hopper cars. 
The economical solution is the power and maneu- 
verability of International’s Big Red “Champ” — 
the TD-24. 
‘Operators everywhere go for that easy-handling 


INTERNATIONAL 


ie] 
HA] POWER THAT PAYS 


148 maximum drawbar horsepower . . . eight speeds 
forward and eight reverse, with instant shift up or 
down one speed without declutching... a bigger 
bite on the blade with every pass... more power 
to work steeper slopes. 

Get the whole story from your International In- 
dustrial Distributor. Find out, too, how his parts 
and service operation will help you get the most 
out of your International power over the years 
ahead. 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 
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rings problems in 
ngineering, Financing, 
ates, Insurance, 


.24_ ptorage, Distribution 











” 

amp Commonwealth's skilled and 

Coal experienced staff is available on call Design of focilities 
to assist you in these oe acquisition reports 

ngineering reports onn oject 
i eady and other phases Gas senienaien aa 
t us of your gas operations. Cost of service and rate studies 
d . Studies of technical, rate and other problems 
Over a period of many years selated to alned gus supply 
we have supplied successful Preparation of testimony and representation 
: : before local and federal regulatory agencies 

and potent ipomg Underground storage field studies 
to manufactured, L- Emergency, standby and peak-shaving supply studies 
and natural gas companies Distribution layout or revamping to meet growing loads 

speeds Space heating saturation problems 
ranging in size from Market surveys 

tu or Insurance requirements 

up only a few meters Depreciation studies 

bigger to hundreds of thousands. Assistance with financings 

power Services covering poate, A taaae 
such problems as: General contracting 


al In- 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E 






pars 20 Pine Street, New York 5, N. ¥. 
most 
years 
and subudeavues 
COMMONWEALTH ASSOCIATES INC. 
. COMMONWEALTH GAS CONVERSIONS INC. 
! ’ 
20 Pine Shred, New York § MY. 
= Jackson, Michigan Wishinglon, DE 
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Twofold Benefits From The 


Analysts Journalz 


/. Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


2 Its advertising pages provide a means of putting your story 
* across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 

To Keep Abreast of Investment Markets 

READ THE ANALYSTS JOURNAL 
a 

To Keep Investment Markets Abreast of Your Company de 

ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: | 


(L) Please enter my subscription for one year at the subscription rate of $4.00. 


( Please send me your advertising brochure. 
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lent dielectric properties of mica mat sheets are discussed by Dr. H. F. Miller, Manager, G-E Transformer Laboratory, 
eld, Mass., and Dr. K. B. McEachron, Manager, Laboratory-Engineering Dept. Mica mat process can use domestic mica, 


g dependence on foreign supplies. 


NOW .. . PURE MICA BY THE ROLL 


development in insulation, mica mat promises improved electric equipment 


ation of mica mat in large dry-type 
bution transformer is examined by Dr. 
Kern, Supervisor of Insulation, Trans- 
t & Allied Products Lab., where proc- 
‘as developed, and E. D. Treanor, 
ger, Dist. Transformer Engineering. 
show improved protection from corona, 


Answering the need for an improved insulating material to ex- 
pand horizons of electric equipment design, mica mat is an im- 
portant new research contribution to electrical industry progress. 


For the first time, it makes available the advantages of pure 
mica in an almost limitless variety of forms and applications. 
Also, for the first time, small flake domestic mica can be used, 
eventually ending dependence on critical foreign supplies. 


Key to this development is a new process in which mica, 
reduced to small flakes, may be manufactured like paper into 
continuous sheets. Variations in processing permit molding into 
different shapes. In combination with other materials and binders, 
mica mat makes possible a new series of insulating products 
with qualities better than those previously attainable. 


Already, it has proved its value in railroad traction motors 
and studies of possible uses in other rotating equipment are 
under way. Applications are being made in dry-type distribution 
transformers. New opportunities are opened up for the produc- 
tion of improved electric equipment. The whole electrical indus- 
try will benefit. General Electric Co., Schenectady 5, N. Y. 

301-191G 
MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 
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Indication of Acceptanee 


About one-third of all of the electric companies having 
operating revenues in excess of $45,000,000 have employed the 
services of our organization to assist in the solicitation of proxies 
for meetings of their stockholders. 

The managements of these and many other electric, gas and telephone 
companies find our services insure prompt and gratifying stockholder 
response. This is attested to by unsolicited letters of commendation and 


repeat employments. Please send for further information. 


DUDLEY F. KING 
Proxy Soliciting Organization 


70 Pine Street, New York 5, N. Y. 


National coverage provided through Zone Managers located in 30 principal cities 



































Our customers work under pressure. We strive to ease 
their worries but never bother them with ours. A 
sound knowledge of the purpose and use of the 
documents we print assures them of valuable help not 
only when the going is really tough but in many small 
ways besides. Are we serving you? 


oul 


L t Re re ] L ia financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 463760 


4 CHICAGO (5): 732 Sherman Street * WAbash 2-400! 


Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 

















per 
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KANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 
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USES THE FELE - 
Jjeville 


LTERNATOR SYSTEM 


\ 4 


his forward-looking organization is lower radio maintenance costs 
her one of the many Public Utilities more consistent radio operation 
b enjoy the advantages of the L-N : 


There are L-N Alternator Systems rated at 
prnator System. 


‘50 amps. and 80 amps. for 6-volt systems; 
your two-way radio cars and trucks... 60 to 150 amps. for 12-volt systems. 


° ia ers ag re high pi: For all the facts, write The Leece-Neville 
ee ee a ee Company, Cleveland 14, Ohio. Automotive _ 
5 to 35 amperes with engine idling = Electric Equipment for Over 40 Years. 


ew freedom from battery troubles Distributors in principal cities 
bnger battery life .. . Service Stations everywhere. _ 
BE SURE TO SPECIFY LEECE-NEVILLE 


ALTERNATOR SYSTEMS ¢ GENERATORS « STARTING MOTORS 
Ce - REGULATORS ¢ SWITCHES « FRACTIONAL HP MOTORS 


eville oF EA So ae cH ET ce SD 


DIESEL OFF-HIGHWAY PASSENGER RAILROAD MARINE INDUSTRIAL 
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mi an: PROCEEDINGS 
1951 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma. 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Valuation, The State Commission, and Section 19a—Telephone Toll Rates—Keeping 
the Public Better Informed Concerning the Duties and Activities of the State Regu- 
latory Commission—Utility Regulation Under Rising Cost Conditions—State Taxation 
of Motor Carriers of Property—Natural Gas Supply Problems—Accounts and Statis- 
tics—Engineering—Legislation—Resolutions adopted by the Association. 


Price—$10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 
Telephone Separations Manual 


Message Toll Telephone Rates and Disparities: 

This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 
a two-year study by the Subcommittee with the cooperative efforts of other able people 
who served as associates and contributors in the preparation of the volume. The report is 
in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 
presenting for the first time comprehensive factual data with respect to message toll tele- 
phone service, rates, costs, and disparities in rates. This report covers the subject from 
both the interstate and intrastate approach 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) 

(1948) Letter Symbols for Mathematics of Depreciation ......................00000- 

1948) Half Cycle Methods of Estimating Service Life 

1950) Remaining Life Basis of Accounting for Depreciation 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45-118 (1938-1951) 
Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases 1-79 (1938-1951) 
Interpretations of Uniform System of Accounts for Water Utilities— 
Cases Nos. 1-64 (1938-1951) 
(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D. ©. 
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BACKFILLS 
TAMPS 
LAYS PIPE 


> ma- 
$s and 
‘ation 


eping 

Regu- 

xation 

statis- 
Tops for water, gas, sewer, tele- 
phone and power lines — leak 
clamp openings — highway and 
airport drainage... 


LOOK AT THESE ADVANTAGES 


@ One-man operation — cuts labor 
cost, cuts need for air and hand 
tools. 


Fills — as it tamps — as it travels 
— 24 speeds in either direction. 
(Photo 1) 

Backfills from either side of trench 


—fast, clean and smooth. (Photos 
1 and 3) 


Tamps from side or straddling 
trench—delivers 380 foot-lb. blow 
45 times each minute. 


Lays pipe — pulls sheathing — sets 
valves — handles headache ball, 
etc. (Photo 2) 


More maneuverable—fewer traffic 
hazards—better public relations. 


For complete information on the CLEVELAND 
80 see your local distributor or write for this 
fully illustrated folder of facts and specifications. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 





A 975,000-Ib-per-hr 
vertical deaerating 
feedwater heater 
mounted on its hori- 
zontal storage tank. 


ELLIOTT DEAERATING 
¢ FEEDWATER HEATERS 


are the unsleeping guardians of valves, piping, boiler 


tubes, turbines — all water and steam handling appara- 
tus, in many hundreds of power stations from one end 


of the country to the other. 


The principle of deaeration — the removal of corrosion-causing oxygen 
from feedwater — was established and first carried out by Elliott engi- 
neers thirty years ago. Naturally, with this lead, Elliott deaerating heaters 
of today embody every development which skilled engineering plus unequ- 
alled experience can devise. 


ELLIOTT Company ; 


Deaerator and Heater Dept. Plants ot: JEANNETTE, PA. « RIDGWAY, PA. | 
AMPERE, N. J. © SPRINGFIELD, O. « NEWARK, N. J. 


JEANNETTE, PA. DISTRICT OFFICES IN PRINCIPAL CITIES 
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I American Institute of, ‘eee Engineers will hold Pacific general meeting, Phoenix, 
Ariz., Aug. 19-22, 





Western Summer Radio- eo ision and Appliance Market ends western merchandise 
mart, San Francisco, Cal., 








Pacific Coast Gas Association will hold meeting, Los Angeles, Cal., Sept. 3-5, 1952. 








American Society of Civil Engineers will hold centennial celebration, Chicago, IIl., 
Sept. 3-13, 1952. 





Maryland Utilities Association will hold meeting, Virginia Beach, Va., Sept. @ 
5, 6, 1952. 





Wisconsin Utilities Association will hold management conference, Land O'Lakes, Wis., 


Sept. 7-9, 1952 





Rocky Mountain Electrical League will hold fall convention, Glenwood Springs, Colo., 
Sept. 7-10, 1952. 








American Standards Association will hold national standardization conference, Chicago, 
Jil, Sept. 8-10, 1952. 








fara. Society of Mechanical Engineers will hold fall meeting, Chicago, Ill., Sept. 
8-11, 1952. 





Illuminating Engineering Society National Technical Conference will be held, Chicago, 
Tll., Sept. 8-12, 1952. 





New England Gas Association will hold appliance servicing conference, Boston, Mass., 
Sept. 11, 1952. 





Mid-West Gas Association will hold gas school and conference, Ames, Iowa, Sept. 
11, 12, 1952. 





New Jersey Gas Association will hold meeting, Spring Lake, N. J., Sept. 12, 1952. e:;) 





ile Association will hold annual convention, Hot Springs, Ark., Sept. 
1 
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Courtesy, New England Electric System 


Inspection Day at the Substation 





Public 
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Interior’s Adventures in the 


Missouri Basin 


Part I. The Background of Missouri Planning 


Although the Missouri river has been the subject of various 

degrees of government planning and improvement for nearly 

a century, last spring it produced one of the greatest floods 

in its history. But apparently government planning for Mis- 

souri basin improvement is only beginning to be translated 
into the active promotional stage. 


By RAY TUCKER* 


HE Truman administration has 

finally proclaimed its intention 

of entering into deliberate and 
extensive competition with the private 
power industry on such a vast and 
nation-wide scale that it could mean 
extinction of existing enterprises or 
their absorption by the government 
on a near-confiscatory basis. The 
officials in Washington have at 


*For personal note, see “Pages with the 
tors.” 


last abandoned the devious strategy 
under which they skirmished for 
twenty years for the right to build 
hydroelectric systems for sale of pow- 
er only as it was a by-product of such 
constitutional activities as irrigation, 

navigation, flood control, etc. 
Franklin D. Roosevelt’s pre-TVA 
pledge to restrict Federal invasion of 
the hydroelectric domain to these by- 
product projects has been scrapped by 
his Truman-Chapman-Straus succes- 
JULY 17, 1952 
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sors. After twenty years of creeping 
and crawling under the tent of private 
enterprise, with plausible excuses for 
these shy, economic escapades when- 
ever Congress or the courts forced 
them to show legitimate tickets of ad- 
mission, they have now thrown aside 
all pretense, pretext, and double talk. 
In their present plans, they have blue- 
printed a public power empire so far- 
reaching and integrated that survival 
of the private utilities would become 
dubious or permissible only under 
special dispensation by Washington 
bureaucrats with a demonstrated repu- 
tation for highhanded dealing. 

In consequence, the 20-year-old 
controversy over private versus pub- 
lic ownership and operation of the 
present $25 billion industry has en- 
tered an entirely new, significant, and 
decisive stage. It has advanced from 
guerrilla to major warfare. 


| igreeragee as the administration can 
apply this same strategy and phi- 
losophy in taking over any other 
basic industry, as President Truman 
did in seizing the steel plants with 
doubtful legal justification, it is time- 
ly and pertinent to consider these re- 
cent developments for the light they 
throw on a totalitarian method of 
propaganda, infiltration, and possible 
destruction of private property and 
investment in power. 

An examination of the administra- 
tion’s latest and most grandiose plan, 
which contemplates the integrated de- 
velopment of fifteen basins through- 
out the country, reveals several revolu- 
tionary and destructive aspects. It 
discloses that the description of pro- 
spective Federal encroachment as a 
“water power program,” is a calcu- 
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lated misnomer, disarmingly decep. 
tive. It represents a radical departure 
from the original ideas of such public 
power pioneers as FDR and Senator 
George W. Norris, although they 
were not known for their conserva- 
tism on this question. 

As shown by a study of specific 
plans for the Missouri river basin, the 
only one of the fifteen areas surveyed 
in detail so far, the principal sources 
of energy will be coal and oil, not 
hydroelectricity. Indeed, the highly 
imaginative and visionary Missouri 
river basin report even looks toward 
the utilization of still undeveloped 
shale and lignite deposits, prairie 
windmills, solar and atomic force, as 
supplies of energy. The only missing 
element is hot air. 


caine bizarre feature of the 
basin program, as outlined in the 
Missouri survey, is the lack of any 
provision for disposition of private 
power facilities now serving these 
areas. Their multimillion-dollar in- 
vestment, including recent expansion 
undertaken at the request of the 
Atomic Energy Commission, seems to 
be of no consequence to the bureat- 
cratic planners. It is not clear whether 
they are to be destroyed—“liquidated” 
appears to be a more appropriate 
and ideological term—by government 
competition, or forced to sell out at 
bargain-basement prices, as might 
have happened to Wendell Willkie’s 
Commonwealth & Southern when 
overshadowed by TVA, if he had not 
been a smart negotiator at a time 
when it was a seller’s market. 

In short, the long-range but definite 
schemes of the authoritarians at 
Washington contemplate control of 
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INTERIOR’S ADVENTURES IN THE MISSOURI BASIN 


today’s private hydroelectric struc- 
ture, unless they are blocked by Con- 
gress, the courts, or a change of ad- 
ministration next November. In view 
of current trends on and off Capitol 
Hill, a 3-way parlay is possible. 


§ there alarming conclusions are 
substantiated most convincingly 
in a brief filed by the Interior Depart- 
ment in the United States Court of 
Appeals at Richmond last October. 
In this litigation Interior maintained 
that the Federal Power Commission’s 
grant of a license to the Virginia 
Electric & Power Company for a 
single-purpose, hydroelectric project 
on the Roanoke river was illegal. In- 
terior argued that it had a party inter- 
est on the ground that power re- 
sources in this area had been reserved 
by Congress for Federal development. 

When the court ruled against In- 
terior, holding that it had not proved 
itself to be a party of interest, Secre- 
tary Oscar Chapman obtained a re- 
hearing. In support of his contention 
that Interior was an “aggrieved 
party,” he said: 


The interest of the Secretary of the 
Interior is that of a competitor of 
Vepco in the sale of power in the 
Roanoke river in Virginia and North 
Carolina. . . . The record is replete 
with testimony showing that there is 
competition between the Secretary of 
the Interior and Vepco. . . . The 
competitor interest of the Secretary is 


q 


adversely affected because, by grant- 
ing a license to Vepco, the Roanoke 
Rapids project is withdrawn from 
Federal development, thus rendering 
Buggs Island [a near-by Federal proj- 
ect—ed. note] less valuable and ren- 
dering the power more costly, as 
shown by uncontradicted evidence. 
This is believed to be the first time 
that any responsible government offi- 
cial of Cabinet rank has admitted 
openly and honestly that the govern- 
ment had become and meant to be- 
come a direct, commercial competitor 
with private power interests. Hither- 
to, with respect to such undertakings 
as TVA, Grand Coulee, Bonneville, 
Central Valley, and even in the earlier 
arguments at Richmond on the Roa- 
noke Rapids Case, Secretary Chapman 
was content to rely on the original 
by-product theory for justification. 
(7= in legal desperation, because 
of repeated rebuffs by Congress 
and the courts, did he finally unveil 
his hidden but ambitious motives. Then 
and there he unmasked his guns. It is 
in the light of this disclosure that the 
15-basin program, and especially the 
Oscar-in-Wonderland blueprint of the 
Missouri river basin project, must be 
examined for an understanding of the 
implications of the government’s cur- 
rent designs on private power. 
President Truman has shown his 
sympathy for this socialistic philos- 
ophy in many ways. Although Solici- 


e 


“THE Truman administration has finally proclaimed its 
intention of entering into deliberate and extensive competi- 
tion with the private power industry on such a vast and 


nation-wide scale that it could mean extinction of existing 
enterprises or their absorption by the government on a 


near-confiscatory basis.” 
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tor General Philip B. Perlman coun- 
seled against appealing numerous 
judicial reverses on Chapman’s con- 
tentions to the Supreme Court, he was 
overruled by the White House. Tru- 
man demanded a showdown. 


pad recently, Truman planned to 
issue an executive order transfer- 
ring the Army Engineers’ jurisdiction 
over river and harbor projects to In- 
terior. With this proposed decree he 
seemed to express his preference for 
bureaucratic ideologists on the power 
problem as against objective, profes- 
sional engineers. At the very moment 
when April floods on the Missouri river 
and its tributaries were destroying life 
and property in the nation’s heartland, 
Truman endorsed the principle of 
Federal construction and operation of 
great, downstream dams as against 
a system of low dams required im- 
mediately in many local areas for 
generation of power and protection 
against annual floods. He dismissed 
as of no importance the consideration 
that these recurring disasters will de- 
stroy more valuable assets, not to 
mention loss of life, than his highly 
visionary public power system will 
create in tomorrow’s tomorrow. 

Truman’s subsequent scrapping of 
his plan to aggrandize Interior at the 
expense of the Army Engineers is 
typical of the hazardous, hit-or-miss 
handling of the flood and power 
problem. 

After an airplane survey of the 
stricken flood areas in late April, and 
a conference with the governors of 
the states involved, Truman unex- 
plainably shifted his position. He re- 
versed himself almost overnight, but 
without clarifying or ending the un- 
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certainty which has long surrounded 
Washington’s various and conflicting 
schemes for harnessing the wasted 
waters of the basin. 


gh totality of these developments 
warrants only one conclusion, to 
wit: (1) The Truman administra. 
tion seeks eventual nationalization of 
the private utilities; (2) the 1932. 
1952 construction of “hydroelectric” 
systems was merely a period of sub- 
terfuge in preparation for today’s 
grand assault on all fronts; (3) pri- 
vate property and investment face 
possible extinction or dissipation; (4) 
approval of the proposed expansion, 
as outlined in this and a subsequent 
article, by Congress or the courts, will 
subject every other industry to similar 
jeopardy. 

The 15-basin program, which fur- 
nished the first, premonitory insight 
into Truman-Chapman purposes, was 
promulgated on February 12, 1951, 
by the presidentially appointed Water 
Resources Policy Commission, whose 
chairman was Morris L. Cooke, a 
veteran public power advocate. It 
would establish 15 9-member commis- 
sions, which would have six members 
appointed by the six Federal agencies 
interested in power—Interior, Agri- 
culture, Commerce, the Federal Pow- 
er Commission, Public Health, and 
the Army Engineers. 

Despite the regional nature of the 
plan, Federal control would be abso- 
lute. The nine chairmen would be 
named by the President. Local in- 
terests would be represented by only 
two members on each commission. 
Additional proof of Federal domina- 
tion is evident in the provision for a 
5-man board of review, consisting of 
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Shortcomings of the Pacific Intertie Line 


c¢ HE economic fallacies of the Chapman-Warne intertie theory, 

which underlies the 15-basin program, have provoked opposition 
in the affected communities and in Congress. Local customers and 
their legislative representatives see no logic in a plan under which Wash- 
ington exports power to supply California’s needs, and then imports 
power from Idaho to meet its own deficiencies. If that is what the 
bureaucrats call ‘integration, and a ‘one basin, one plan’ system, they 

want none of it.” 





appointees from the President’s ex- 
ecutive household. 


= central body’s authority would 
be plenipotentiary in actual prac- 
tice. Although the commissions would 
not be empowered to construct or 
operate power installations, no proj- 
ect could be authorized without its 
approval. Its specific function would 
be to make plans for twenty years in 
advance of actual work in the 15 
basins. In furtherance of this program, 
it would co-ordinate development of 
all “water resources” affecting flood 
control, navigation, irrigation, pollu- 
tion and erosion, wildlife protection, 
recreational centers, and, of course, 
“the generation, transmission, and dis- 
posal of electric power.” 
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| gpm in view of the funda- 
mental purpose of the Cooke 
scheme, the last assignment was men- 
tioned as a sort of afterthought. 
This extravagant design for “freez- 
ing” the nation’s resources, with its 
clear connotation of Federal suze- 
rainty, provoked such an uproar that 
the Budget Bureau refused to approve 
it. Nevertheless, Mr. Cooke made it 
public for what he called “educa- 
tional purposes,” which is gobbledy- 
gook for propaganda. He did so with 
President Truman’s knowledge, but 
without official acquiescence. A Sen- 
ate bill establishing the Cooke system 
was immediately buried in committee, 
and there has been no serious attempt 
to resurrect it. 
However, Mr. Cooke and Inte- 
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rior Department officials immediately 
launched their “educational” cam- 
paign. He now delivers periodical 
speeches advocating creation of an 
all-powerful Federal board to pass on 
all multipurpose river projects. He 
has echoed Interior’s constant criti- 
cism of the Army Engineers, who 
oppose his plan. William E. Warne, 
ex-Assistant Secretary of Interior in 
charge of water and power develop- 
ment, had been the principal spokes- 
man for that department. Until his 
recent resignation, he addressed meet- 
ings of basin committees, where his 
theme was “one basin, one plan.” 
Raising the familiar cries of “crisis- 
scarcity-national defense,” he reiter- 
ated : “The job will be done only when 
our comprehensive plans have been 
executed. We are only just well 
started.” 


N view of this warning that Inte- 
rior’s power program is still in the 
infant stage, Warne’s talk before a 
combined meeting of the Columbia 
and Missouri River Basin Inter- 
agency commissions was enlightening. 
It reflected both the present extent of 
the government’s invasion of the pow- 
er field, and the continuing “crisis 
psychology” he sought to stimulate on 
behalf of such future encroachments 
as the basin development. Speaking 
at Bozeman, Montana, where he 
lumped Bonneville, Grand Coulee, 
Fort Peck, and Fort Randall, and the 
Hell’s Canyon project as if they were 
located in the same backyard, he said: 
No part of the Federal govern- 
ment’s resource program save atomic 
development is more closely related to 
immediate defense requirements than 
hydroelectric requirements. Hot kilo- 
watts on the line are as vital to the 
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struggle for maintenance of freedom 
as cold steel in the rifles of our fight. 
ing men. 

The Interior Department markets 
more power than any other organiza. 
tion in the world—generation from an 
installed capacity of somewhat more 
than 4,600,000 kilowatts. This is about 
26 per cent of the installed capacity 
of all hydroelectric plants in the 
United States. It represents nearly 7 
per cent of the total installed capacity 
of all types of electric generating 
plants in the country—public and pri- 
vate, hydro, steam, and internal com- 
bustion. 

Federal plants now under construc- 
tion by the Corps of Engineers and 
the Bureau of Reclamation will add 
3,800,000 kilowatts to the 4,600,000 
now in operation. [An 80 per cent in- 
crease—ed. note.] Most of these new 
plants are going forward under high- 
speed construction schedules in order 
to provide electric power urgently 
needed in the defense program. 


M& WARNE’S speech was note- 
worthy for its omissions, slanted 
suggestions, and the circumstances of 
delivery. His views also merit analysis 
because of Interior’s attempt to extend 
its jurisdiction over all resources. 
The survey and report on develop- 


ment of the Missouri river basin 
under the Cooke plan were made 
under his supervision. In his Boze- 
man address Mr. Warne gave an 
illuminating glimpse of Truman- 
Chapman-Straus dreams of empire. 

Mr. Cooke, for instance, did not 
list the regional boundaries of his 15 
basins. Nor did he detail any plan for 
interconnection of their respective fa- 
cilities so that they would form an 
integrated, nation-wide grid. Finally, 
the Cooke report was devoted chiefly 
to development of “water power” re- 
sources. 
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Mr. Warne filled in some of these 
gaps. He made clear that a completely 
integrated system was the ultimate 
objective. For one thing, he was ad- 
dressing “interagency” groups repre- 
senting both the Columbia and Mis- 
souri basins, and he emphasized that 
“there is no room for solos by prima 
donna government agencies in the 
field of resource development.” Like- 
wise, he boasted that he had created 
similar “interagency” units linking 


many other areas. 
— Mr. Warne was known, not 
too favorably, on Capitol Hill as 
“Mister Intertie.” It was he who first 
proposed an intertie between the pow- 
er facilities at Bonneville in Wash- 
ington state with those of Cali- 
fornia’s Central Valley. Although 
Interior was officially rebuked by the 
House Appropriations Committee for 
going ahead on this without authority. 
Congress had to knock it out of the 
latest budget. 

Warne’s recent departure is believed 
to stem from congressional wrath over 
this activity. 

Mr. Warne was also the principal 
exponent for exportation to Washing- 
ton and Oregon of power to be gen- 
erated at a proposed dam at Hell’s 
Canyon in Idaho. Here again, Inte- 
rior exhibited characteristic and bu- 


reaucratic disregard of local needs and 
preferences. Its Hell’s Canyon dam 
and reservoir would flood out four 
sites for the Idaho Power Company’s 
plants, although there is an immediate 
need for power in the area. And then, 
under the Chapman-Warne scheme, 
75 per cent of Hell’s Canyon’s power 
would be exported to the distant 
Northwest to supply aluminum plants 
which, according to former Defense 
Mobilizer Charles E. Wilson, should 
be moved inland for security reasons. 

The economic fallacies of the 
Chapman-Warne intertie theory, 
which underlies the 15-basin program, 
have provoked opposition in the af- 
fected communities and in Congress. 
Local customers and their legislative 
representatives see no logic in a plan 
under which Washington exports 
power to supply California’s needs, 
and then imports power from Idaho 
to meet its own deficiencies. If that is 
what the bureaucrats call “integra- 
tion,” and a “one basin, one plan” 
system, they want none of it. 


Sew Cooke-Warne “educational” 
speeches and reports are sprinkled 
with even more illusory catch phrases. 
Although they invariably sweeten 
their totalitarian medicine with refer- 
ences to development of “hydroelec- 
tric” resources, they conceal the basic 
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“An examination of the administration’s latest and most 
grandiose plan, which contemplates the integrated devel- 
opment of fifteen basins throughout the country, reveals 
several revolutionary and destructive aspects. 


It dis- 


closes that the description of prospective Federal encroach- 
ment as a ‘water power program,’ is a calculated misnomer, 


disarmingly deceptive.” 
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economic facts. They do not make 
clear that far more costly sources of 
fuel—coal, petroleum, atomic and 
solar force, windmills—will be re- 
quired to generate the proposed pow- 
er systems in the 15 basins. They 
make no mention of the fact that 
these sources are so expensive, or so 
far from commercial utilization, that 
only a visionary would consider their 
use for this purpose. 


Page characteristic, bureau- 
cratic omission are finances, No- 
where in official speeches and reports is 
there the shadow of an estimate of the 
huge financial burden which Interior’s 
proposed, 15-basin program would im- 


pose on the taxpayers. Nowhere js 
there any mention of the $25 billion 
which the private utilities, with their 
millions of stock and bondholders, 
have invested in generating and trans. 
mission facilities to be duplicated or 
displaced in this avowed grab for 
empire. 

The Missouri river basin was se- 
lected by then Assistant Secretary 
Warne and Interior advisers as the 
ideal area for application of the Cooke 
proposals, in addition to the fact that 
a Missouri President sits in the White 
House, albeit temporarily. It furnish- 
es the only blueprint for testing the 
validity of the ultimate program fora 
nation-wide power system. 


Part II of this article will appear in the next issue of the FoRTNIGHTLY. 





Government by Consent 


74 K NOWN dangers can be met; insidious ones may not dis- 
close themselves until they have become too powerful 


to be overcome. ... 


“Except we be as vigilant behind our lines as we propose to 
be in front, we may turn from success in combating Com- 
munist aggression only to find that those things for which we 
made heroic sacrifice in lives and treasure have been filched by 
scheming men in high places who exploited a national crisis 
to the accomplishment of their designs. .. . 

“We shall find ourselves afflicted with a veritable swarm of 
intriguers who, under the guise of workers for the national 
defense, will endeavor to refashion the entire fabric of our social, 
political, and economic system. .. . 

“No word in the language will become more abused than 
‘essential’; for every scheming doctrinaire, every plotting 
bureaucrat, every Socialist planner, every crackbrain in the 
entire kit and kaboodle of Washington’s fantastic horde of 
bleeding-heart do-gooders will endeavor to bend it to his 
purpose.... 

“A job that can be done by the people themselves and by 
members of both major political parties in Congress is a job 
of vigilance and of adamant determination ... 

“We should never forget, or allow officials of government to 
ignore, a fundamental precept: that the just powers of govern- 
ment are derived from the consent of the governed.” 

—Excerpt from The Wall Street Journal. 
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What’s behind the Public Power 
Preference Clause? 


The preference clause is contained in a number of Federal statutes 
governing the sale of power from dams built by Federal appropriations, 
paid for by all the taxpayers in the country. It gives the tax-exempt 
publicly owned power agency a preference in buying such power, dis- 
criminating against those much more numerous consumers who take 
their service from tax-paying publicly regulated electric utility com- 
panies. This is a thought-provoking account of how the preference clause 
works, and who benefits and who pays as a result. 


By GEORGE W. KEITH* 


Vj JHETHER you are among the 

3,500,000 actual owners of 

electric utilities — stockhold- 

ers, that is—or an employee of one 

of these, or a consumer of their prod- 

ucts, or just a taxpayer, you should 
know about the preference clause. 

To understand this clause, it is im- 
portant to bear in mind that every- 
body in the United States is an in- 
vestor in about one-fifth of the elec- 


tric-producing facilities in this country 


by reason of his tax payments to the 
Federal government. 

If you have never received any 
dividends from your investment, it is 
because you do not live in an area 
using public power ; that is, electricity 
generated at government-built instal- 
lations. 

This power is not only sold at 
“cost” to these preferred fifth of the 


*For personal note, see “Pages with the 


ditors.’ 


nation’s electric consumers. It is sold 
only on a priority basis, and largely 
tax free. 


J usT to get an idea of how this dis- 
crimination among ordinary citi- 
zens and taxpayers works out, try to 
visualize what would happen if Con- 
gress said cigarettes sold in New York, 
Philadelphia, Cincinnati, Detroit, and 
Chicago were to be sold plus a Federal 
tax, but all cigarettes sold in Los 
Angeles, Sacramento, Seattle, Ta- 
coma, and Omaha would be tar 
free! 

We could readily imagine the riots 
and indignation which would follow. 
But let us carry our parallel between 
cigarettes and Federal electric power 
a step further. Suppose, instead of 
just taxing the sale of cigarettes made 
by private tobacco companies, the 
Federal government also went into the 
business of making cigarettes on a 
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tax-free basis, subsidized by congres- 
sional appropriations. (Government 
monopoly of tobacco production is 
quite common in foreign countries, 
where the product is notoriously vile 
and expensive. ) 


rm, however, that the Federal 
government would not even sell 
any of its low-cost products to private 
tobacco distributors in some states, or 
in areas where smokers preferred or 
elected to buy from their established 
dealers—until all the smokers in other 
areas were satisfied and had all the 
smokes they wanted on a tax-free 
basis. The distribution in these other 
areas would be handled by state, city, 
or local government agencies or co- 
operatives borrowing from the gov- 
ernment. 

That is what is happening in respect 
of the electric power utilities. And, 
strangely enough, only 11 per cent of 
privately operated companies’ stock- 
holders ever heard of the preference 
clause, while only 2 per cent of electric 
utilities’ customers know about it. 

Now that you have the general idea, 
let us drop the analogy and look at 
the preference clause for what it is. 
This clause has been inserted over the 
years in a number of Federal statutes 
governing the sale of electric power 
developed at hydroelectric dams. Re- 
member, these dams were and are be- 
ing paid for by tax contributions from 
all the people all over the United 
States. But who gets the preference? 
It goes exclusively to public power 
distribution agencies — states, cities, 
county districts, and co-operatives, all 
of which are largely exempt from 
both taxation or regulation of their 
operation as public utilities. 
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ND what does the preference con- 
sist of? First of all, it consists 
of a priority on the purchase of such 
power to the total exclusion, if neces- 
sary, of all other power distribution 
agencies. This means the tax-paying, 
fully regulated privately owned elec- 
tric utility companies which serve 
four-fifths of the electric consumers 
in this country. Their customers must 
take a second-class position, must wait 
in line, so to speak, until all the pre- 
ferred orders are filled. This means 
they may have no chance of getting 
any power at all. 

Secondly, if they do get it, it is 
generally on short-term agreement, 
subject to being cut off by the Federal 
power agencies any time one of the 
“preferred” customers shows up, or 
comes into existence and indicates any 
interest in obtaining such wholesale 
power supply. 

Finally, just to make sure that there 
will be “preferred customers” inter- 
ested in buying, the Federal govern- 
ment claims the right and duty to re- 
serve the supply indefinitely or even 
build and operate long and expensive 
transmission lines to carry the supply 
great distances to the “preferred cus- 
tomers,” right past the noses of the 
nonpreferred customers. As a varia- 
tion, the Federal agency may agree 
to supply the nonpreferred private 
company only upon condition that the 
company transport or “wheel” the 
Federal power over the company’s 
own lines and deliver it to the “pre- 
ferred customer” on a common carrier 
basis. 

“The preference clause is one of 
the most discriminating propublic 
ownership pieces of legislation ever 
enacted by Congress,” F. R. Gamble, 
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WHAT’S BEHIND THE PUBLIC POWER PREFERENCE CLAUSE? 


treasurer of Montana-Dakota Utili- 
ties Company, told this reporter. 

His statement takes on significance 
when you read a directive by the Sec- 
retary of Interior, designed to “im- 
plement the congressional policy,” on 
January 3, 1946: 


Active assistance from the very be- 
ginning of the planning . . . shall be 
given to the organization of public 
agencies and co-operatives in each 
project area. The statutory objectives 
are not attained by merely waiting 
for a preferred customer to come for- 
ward and offer to purchase the power. 


i be puts the Federal government 
in the position of soliciting towns 
and cities to go into the business of 
selling electricity, which the govern- 
ment will sell them at “cost.” Note: 
This “cost” comes from everybody’s 
taxes, and we find the Federal officials 
putting the pressure on local com- 
munities to accept these favors, even 
if it chases an existing utility com- 
pany out of the business of serving 
there. The city, the state, and the na- 
tion lose the enormous taxes the utility 
has been paying in such an event. 
These cannot be replaced except by 
taxing the people in some other way. 

When we read an editorial, “Shift 
to Public Power, or Else, Washing- 
ton Says” in the Sioux Falls, South 


Dakota, Argus-Leader, we can under- 
stand Gamble’s indictment of the 
clause. 

Most South Dakota communities 
are served by privately owned and 
operated utilities; but, when power 
became available from a public dam, 
the Bureau of Reclamation decided it 
was only for publicly owned plants 
under the “preference clause.” 


sae peererye the bureau,” the edi- 
torial said, “does not intend 
that any of this power go to privately 
owned electrical systems. . . . It is de- 
termined to force public ownership 
upon any community before it can 
obtain power from the dams. . . . The 
plan is clearly set up by socialistic plan- 
ners ... Watertown, for example, can 
obtain power . . . but Aberdeen can’t. 
Just why should the people of Water- 
town be entitled to this privilege, and 
the people of Aberdeen denied it ? Does 
it make sense that Aberdonians must 
abandon their private enterprise sys- 
tems, in order to share in whatever 
the benefits are? Are the Watertown 
residents to be the chosen people, the 
favored class, solely because they have 
a municipally owned power system?” 

Socialism with a capital S, enforced 
by a statute and zealous administra- 
tion, and faintly reminiscent of the 
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“WHETHER you are among th 
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one of these, or a consumer of 


electric utilities—stockholders, 


e 3,500,000 actual owners of 
that is—or an employee of 
their products, or just a tax- 


payer, you should know about the preference clause. To 
understand this clause, it is important to bear in mind that 
everybody in the United States is an investor in about one- 


fifth of the electric-producing 


facilities in this country by 


reason of his tax payments to the Federal government.” 
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parable of the tax-free cigarettes 
versus the taxed! 


| wy you think the utility executive 
unduly biased, here is what the 
New York State Federation of Labor 
thinks. One of the strongest labor 
organizations in the country, it de- 
manded in a resolution that this trend 
be stopped, “before it spreads and 
enmeshes the entire labor movement, 
to the extent that the American 
worker becomes a servant of his gov- 
ernment, instead of his government 
a servant of him.” 

Too, the Chicago Federation of 
Labor, comprising some 500 local 
unions with a membership of close 
to 600,000, recently revised its 55- 
year-old constitution in support of 
private enterprise. 

These unionists have lived with 
public ownership and under restric- 
tions which no private employer 
would dream of imposing. 

So it is with the people who are 
being served by such power systems. 
Records show that, as of April, 1951, 
Nebraska was served 100 per cent by 
“preference” plants. 

But it seems that all is not nectar 
and ambrosia in this Utopia of public 
power. As witness an $800 display 
ad in the Omaha Sunday World 
Herald recently, signed by R. C. 
Lamping, president of the Interstate 
Glass Company, Omaha, calling upon 
the government to “stop using our 
lives and property as pawns in their 
schemes to turn our rivers into power 
plants to further their plans to social- 
ize all industry” and demanding 
further, that “no flood-control bill 
shall include any money for power 
development, or for river navigation” 
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and that “flood control and irrigation” 
be given “first consideration.” 

This man is worried about wha 
happened in the TVA area, and the 
possibility of its happening to his part 
of the country. 


so George Sokolsky, in a recent 
column, reprinted in the Congres. 
sional Record, at the request of 
Congressman George A. Dondero, of 
Michigan, “TVA was created to regu- 
late the stream flow, primarily for the 
purpose of promoting navigation and 
controlling floods. The production of 
electrical power was to be incidental. 

“Actually, TVA is a socialized 
power project, competing with and 
tending to absorb privately owned 
power.” 

It was more than a “tendency,” 
according to Representative Dondero. 
“Today, preference has become the 
hub of the public power wheel. ... 
This is the law that those who would 
nationalize our electric industry point 
to as the basis for ‘preference,’ the 
cornerstone of the so-called public 
power policy.” 

J. E. Loiseau, president of Public 
Service Company of Colorado, in de- 
crying the discriminatory phases of 
the clause, favoring municipalities, 
REA co-operatives, public utility dis- 
tricts, etc., pointed out that none of 
these agencies were subject to com- 
parable Federal or other taxes. 

Many are financed entirely, or part- 
ly, from public funds. The utility 
executive cites some figures: 

The Federal government electric 
power enterprise has grown to more 
than 6,000,000 kilowatts of generat- 
ing capacity, from 46 hydroelectric 
installations, and 10 steam plants... 
37 more under construction, and Con- 





zation” 


WHAT’S BEHIND 


THE PUBLIC POWER PREFERENCE CLAUSE? 








The Low Cost of Electricity 


¢¢ DEMEMBER what Representative Dondero told his colleagues in 

the House that ‘today electric power virtually stands alone as 
the only product essential to our day-to-day living that gives more 
than 100 per cent value on the 1939 dollar.’ Certainly the 3,500,000 
owners of these plants have as much right to fair treatment as do the 
preferred customers of tax-free outfits, who should know that manna 
from Heaven requires an act of God, and a suspension of the natural 
economic law, which says nobody can get anything for nothing. Some- 

body must pay for it, somewhere, sometime.” 





gress has been persuaded to author- 
ize 79 more . . . Thousands of miles 
of transmission lines have been built, 
with little or no regard for . . . capa- 
bilities of existing private power com- 
panies . . . Hundreds of thousands of 
dollars have already been poured into 
these projects, yet the benefit of the 
power generated is siphoned off to a 
special privileged group under the 
cloak of the “preference clause.” 


pemans went on to say in his 
column, “Maybe the people want 
it that way. But it was never ex- 
plained to the people that this was a 
movement in the direction of socializ- 
ing a great industry, and putting the 
cost of its operation on the taxpayer. 

“At the present time, such an effort 
at socialization is being made with 
power developed on the Niagara 
river, where private enterprise has 


been operating for fifty years . . . the 
Federal government has seized upon 
the plans of these private companies 
and proposes to socialize them—but 
without the packaging of flood con- 
trol, irrigation, navigation, etc. This 
is a straight out-and-out plan for 
socialization . . . the people can make 
a decision. Do they want socializa- 
tion or not? .. . Of course, the cost 
of the effort would have to be loaded 
on the taxpayer.” (In 1948, Socialists 
and “others” cast around 340,000 
votes for President out of almost 
49,000,000 total votes cast.) 


HAT the real Socialists do not 
understand the mentality of the 
American people is shown in an article 
in Rural Electrification, organ of the 
National Rural Electric Co-operative 
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Association, published in Washington. 
It said, in part: 

The power company lobby is now 
engaged in a full-fledged attack on 
the so-called preference clause. . .. The 
use of the word “preference” is .. . 
incorrect and unfortunate. It helps 
to create the erroneous impression 
that, among similar groups of power 
purchasers, preference is given to 
some of the groups to the discrimina- 
tion of others. [This is really a quite 
accurate description of what takes 
place; but the co-op magazine didn’t 
think so.] 


“A friendly word of advice,” the 
REA writer extends to the public 
utilities : “This drive . . . against what 
they call discrimination . . . could 
easily boomerang. In the course of 
their misleading propaganda they 
might unwittingly educate many citi- 
zens to the true facts. . . . Then the 
people . . . will realize that to get the 
cheapest benefits from government 
power . . . they must create instru- 
ments of their own to get that power 
for them. . . . The next step logically 
would be for them to organize public 
bodies to bring them power without 
restriction, and without profit, and, 
therefore, at lower costs.” 

The satirical editorial goes on to 
advise utilities not to let the people 
know the “real facts.” “Because . . . 
the people may decide they ‘prefer’ 
more public bodies and more co- 
operatives” !!!! 


_— electricity, by coincidence, 
was born of a public utility in 
Red Wing, Minnesota, in 1923, on 
the system now operated by the 
Northern States Power Company. 
Last August, President Braheney 
of that company joined heartily in 


JULY 17, 1952 82 


celebrating Rural Electrification Week 
and the fact that 95 per cent of our 
farms now enjoy the blessings of this 
power. 

“Almost universally,” Frank M. 
Wilkes, president of Southwestern 
Gas & Electric Company, Shreveport, 
Louisiana, told this reporter for Pus- 
Lic UTILITIES FORTNIGHTLY, “the 
electric utilities have recognized the 
advantages accruing to them indirect- 
ly by full electrification of rural areas 
surrounding towns and cities in which 
they operate at retail; and with this 
in mind . . . have universally given 
preferential rates wholesale, for re- 
sale to rural electric co-operatives . .. 
with regulatory approval, with the 
commissions stating such rates are 
nondiscriminatory, and with any loss 
occasioned by such rates falling on the 
stockholders of the electric utilities, 
and not on the general public.” 

Wilkes recommends the clause be 
reviewed and reaffirmed by Congress 
to correct obvious abuses, and Repre- 
sentative Dondero concurs in this. 


B™ Interior Secretary Chapman 
told a House committee recently, 
“public works should not be built 
simply to enrich the few at public ex- 
pense, and the preference clauses have 
proved effective . . . for preventing 
monopolization by private 
groups.” 

A. J. G. Priest, chairman of the 
public utility law section, American 
Bar Association, says that is just what 
the clause does; that the Interior in- 
terpretation makes four-fifths of the 
nation’s electricity consumers provide, 
through taxes, special privileges for 
the other one-fifth. He added that 

From 1906 to 1930, various Sec- 








Week 
of our 
of this 


WHAT’S BEHIND THE PUBLIC 


retaries of Interior interpreted the 
clause without discrimination, but, 
that since TVA, the clause has served 
to wipe out wholly, or in part, 33 


POWER PREFERENCE CLAUSE? 


commissioners of ten western states 
against preference discrimination, 
with citizens and the governors of six 
out of seven states in the Columbia 


k M. ff private utilities, which have been re- Valley project area voicing similar 
estern f placed by 95 municipal plants and 50 sentiments. 
eport, co-ops, in areas twice the size contem- Remember, the Hoover Commission 
Pus- § plated by TVA’s authors. The gov- said tax-free plants may be able to 
“the ernment has set up a monopoly of its undersell tax-paying ones, but only 
d the own, tax free. The taxes of the de- because the former are tax free. 
irect- | funct private outfits are lost forever; My electric rates are well below the 
areas these taxes have been added almost national average. The Cincinnati Gas 
vhich §f entirely to the general tax bills of all & Electric Company paid $15,016,000 
this citizens everywhere. (The U. S. has in taxes in 1951—$5,072,000 general 
riven | thus lost 45 private companies, victims taxes; $9,445,000 Federal income; 
- re- Bf of the clause.) and $499,000 Federal excess profits 
bei The International Brotherhood of tax. 
the — Electrical Workers, AFL, said about Out of gross revenues of $77,378,- 


this, “one branch of government is 


000 it wound up with a gross income 


are 
loss engaged in prosecuting trusts and of $11,313,000, which was divided 
ithe § combines as ... inimical to the com- among thousands of its owners, who 


monweal. At the same time another 
department is nurturing a govern- 
ment monopoly . . .” 

It demanded the government “dis- 
continue this program of subsidized 
power to nationalize the power busi- 
ness which . . . threatens free enter- 
prise.” 


IO Uritiry WorKErRS OF AMER- 
1cA fears “we will soon have 


also paid taxes on this income. 

If a lot of the fifteen millions had 
not been applied to tax-free govern- 
ment projects, my electric rate would 
have been considerably lower. 


| een what Representative 
Dondero told his colleagues in 
the House that “today electric power 
virtually stands alone as the only 
product essential to our day-to-day 


‘X- 
ve authorities, not elected, but appointed living that gives more than 100 per 
ng ..a super government, with control cent value on the 1939 dollar.” 
te of practically all electric power.” Certainly the 3,500,000 owners of 
Our five great engineering societies these plants have as much right to 
he join in condemning “the production, fair treatment as do the preferred cus- 
in or supply of power... primarily... tomers of tax-free outfits, who should 
at to fill the requirements of any ... know that manna from Heaven re- 
1- region”; and the Hoover Commission quires an act of God, and a suspen- 
le charges wasteful construction of hy- sion of the natural economic law, 
,, dro plants, with costs sometimes which says nobody can get anything 
r underestimated by five times. for nothing. Somebody must pay for 








Criticism comes from the utility 





it, somewhere, sometime. 
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Gas Regulation from the 
Consumer’s Viewpoint 


Natural gas, which was once a nuisance to the oil prospector, 

today forms the background for not only one of the fastest- 

growing industries in the United States, but also presents some 

of the most difficult problems which this country will soon be 
called upon to solve in one way or another. 


By tHE HONORABLE JOHN C. DOERFER* 


RIOR to the introduction of nat- 
Pres gas, the production and dis- 

tribution of manufactured gas 
was subject to local or state regula- 
tion. In the old days, as demands in- 
creased, either the gas industry en- 
larged its production capacities or was 
told to do so by state commissions. To 
a substantial extent, this has changed 
today. No longer do state regulatory 
bodies, particularly in the distribution 
states as distinguished from the pro- 
duction states, have control over pro- 
duction. Even the producing states 
have little regulatory power over its 
production except for certain con- 
servation measures. 

The substitution of production 
within the consuming markets to re- 
mote fields has created or enlarged the 
transportation phase of the present 


*For personal note, see “Pages with the 
Editors.” 
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gas industry. With this development, 
a new regulatory body has come into 
the picture. Because transmission 
lines often cross state lines, they are, 
for the most part, mediums for carry- 
ing on interstate business and such reg- 
ulation is within the exclusive juris- 
diction of the Federal government. 
The commerce clause of the Federal 
Constitution places certain transac- 
tions beyond the regulatory powers of 
the states, even in the absence of con- 
gressional action. 


(," utilities primarily interested in 
the distributive end of this busi- 
ness, are apparently seeking some reg- 
ulatory guidance as to what their re- 
sponsibilities to the public are now, or 
should be in the future. 

How, they ask, in the face of limit- 
ed supplies can we meet practically all 
of the fuel requirements of our com- 
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munities ? We are presently faced with 
a runaway market. 

In other words, they want to know 
how to divide five loaves of bread and 
two fish amongst a multitude of 5,000 
men, not including women and chil- 
dren, and still gather up 12 baskets of 
left overs. That’s a pretty good trick 
for a regulatory commission, even 
though it is expected these days not 
only to hold the prices with respect to 
utility services but reduce them in the 
face of the over-all inflation. 

We do not have the temerity of the 
Irishman who when asked if he could 
play the violin answered that “He 
didn’t know. He had never tried it.” 

Whatever policies a state commis- 
sion may adopt depends a good deal 
upon the policies of the national gov- 
ernment, other state governments, in 
particular producing states, and the 
policies of the producers of natural 
gas. Much will depend upon the reg- 
ulatory commission’s concept as to the 
danger of depletion, the increasing 
rate of consumption, or discovery of 
either new sources of gas or new fuels. 
It is estimated by some that, at the 
present rate of demand, our natural 
gas reserves will last about twenty- 
seven to thirty years. If all demands 
were fully satisfied, our reserves could 
be depleted in a much shorter time. 


Ov the other hand, optimists point 
out that new discoveries will keep 
abreast of present demands ; that given 
proper incentives, producers or explor- 
ers will find enough not only to extend 
in time our known reserves but supply 
an accelerated rate of demand. They 
point to the oil industry. Years ago 
informed persons could see no more 
than a 12-year supply based upon the 
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then current demands. Now, with a 
greater demand, they say we have an 
18-year supply and that new discov- 
eries seem to keep well ahead of con- 
sumption. 

These optimists also assert that long 
before we reach the end of our nat- 
ural gas reserves, a new fuel will be 
developed. Perhaps the electric indus- 
try will perfect the heat pump to the 
extent that it will become available 
to space heaters at attractive prices; 
or that the gas industry may develop 
a more efficient utilization of gas than 
the present combustion method. It 
might even be that atomic energy will 
become the principal source of our fuel 
requirements. 

If this be too visionary, the opti- 
mists are confident that coal can again 
be converted to gas at the mouth of 
the coal mines. Such gas can be trans- 
ported by a rearrangement of our pipe- 
line system or in combination with 
dwindling natural gas reserves. With 
an estimate of over 1,000 years’ supply 
of coal, the day of reckoning is too far 
in the future to worry about it now. 


Why the Adoption of a Conservative 
Viewpoint? 


W: do know that we are dealing 
with a depleting asset ; that even 
with new discoveries of substantial re- 
serves, growing demands may neutral- 
ize any possibility of addition to our 
long-term estimates; that a war may 
well accelerate the rate of demand; 
that the petro-chemical industry, now 
in its infancy, may make substantial 
increases in its demands. 

In view of these realities, I submit 
we had better adopt a conservative 
viewpoint. Until the ideas of the opti- 
mists are realized or so imminent as 
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to remove all doubt, or until the dan- 
ger of this country coming to a death 
grip with the Communist world is as- 
suredly past, the Congress of the 
United States, the state legislatures, 
the state and Federal commissions, 
and the entire gas industry had better 
give serious thought to ways and 
means of eliminating the shocking 
waste in the fields and the uneconom- 
ical uses in the consuming markets. 

We are aware of the efforts made 
by the governing bodies of producing 
states to eliminate waste. Despite 
their conservation measures, millions 
of cubic feet of gas are wasted daily. 
In Oklahoma, more than 200,000,000 
cubic feet of “tail gas” in connection 
with oil production are vented daily. 

It all gives pause for thought. Cer- 
tainly there must be some solution. If 
this waste is solely the result of a small 
disparity between the cost of captur- 
ing, transporting, and marketing this 
gas and its sales price to the consumer, 
I would suggest that the state commis- 
sioners of producing states, the con- 
suming states as well as the Federal 
Power Commission, sit down together 
at the earliest possible moment and 
discuss the matter. Personally, I would 
have no hesitancy in recommending 
reasonable price concessions in the in- 
terest of the ultimate public welfare. 
Problems of this nature may be diffi- 
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cult ones but not insurmountable. It 
is a challange to all regulatory bodies 
and the natural gas industry. 


Selective or Preferred Use Policy 


HERE are other ways of consery- 
ing or prolonging our natural gas 
resources. One is for the consuming 
states or other appropriate regulatory 
agency to adopt selective or preferred 
use policies. These require a solution 
by the pipeline companies of certain 
economic problems in the transporta- 
tion of gas. A selective or preferred 
use policy is one that will permit the 
use of natural gas for those needs or 
purposes, which, but for natural gas, 
would again have to resort to manu- 
factured gas and deny or discourage 
its use by those industries which, but 
for a favorable price differential, could 
easily substitute coal to meet their fuel 
requirements. 
The fuel requirements of any com- 
munity can be divided into four gen- 
eral classes: 


1. The domestic use, such as 
cooking and hot water heating, in- 
cluding commercial restaurants. 

2. Manufacturing processes which 
require controlled heat, such as 
metal heat treatment factories. 

3. Residential space heating use. 

4. Industrial use in those factories 


a good deal upon the policies of the national government, 


q “WHATEVER policies a state commission may adopt depends 


other state governments, in particular producing states, 


and the policies of the producers of natural gas. Much 
will depend upon the regulatory commission’s concept as 
to the danger of depletion, the increasing rate of con- 
sumption, or discovery of either new sources of gas or new 
fuels.” 
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where other fuels can easily and eco- 
nomically be substituted and which 
have been regarded and designated 
as interruptible load use. 


Assuming that there will not be a 
radical change in the fuel requirements 
of domestic and commercial cooking, 
hot water heating, or metal heat treat- 
ing, it is obvious that a large portion 
of such demands in the event of de- 
pletion would have to be met again 
with manufactured gas. It would best 
serve our national economy to allocate 
natural gas for such uses as long as 
possible. 


Lf respect to residential space 
heating, the reconversion to coal 
and oil furnaces would be so costly 
and such a large economic waste as 
to outweigh any possible benefits of 


curtailing natural gas for that use. Al- 
though this use constitutes a large 
market for natural gas, it is not nearly 
so large a drain upon our reserves as 
is the industrial use. The latter takes 
about two-thirds of the annual pipe- 
line capacity in many cases. 
Although I place it on the bottom of 
the list of selective uses, primarily be- 
cause industries can easily and with 
a slight price differential resort to the 
use of coal, the industrial user cannot 
be denied this fuel in view of the eco- 
nomic problem of pipeline operation. 
Natural gas is allocated to industrial 
uses primarily because a transmission 
line without storage would in most 
cases be economically unfeasible with- 
out such a demand. The industrial 
user helps pay the cost of transporting 
the domestic and residential space- 
heating gas to the extent that if there 
were not an industrial market, the cost 
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of natural gas to the domestic and 
space-heating user would be prohibi- 
tive. In addition, the industrial cus- 
tomer who is on an interruptible basis 
provides a necessary cushion for the 
varying demands of the space heater 
and a reserve for future domestic 
users. 


Fever capacity upon an annual 
basis is about three times larger 
than the annual demands of such space 
heaters. A pipeline to be economically 
feasible—that is, to earn its cost over 
its life span—could not transport gas 
at an attractive enough price to do- 
mestic and space-heat users unless it 
operated at 100 per cent capacity the 
year around. It is this physical and 
consequent economic factor which ac- 
counts for the present inability of a 
state commission to allocate gas solely 
to the domestic, commercial, and resi- 
dential space-heating users. 

It has been suggested that by the 
simple expedient of raising prices, 
state commissions could solve most, if 
not all, of the problems. Increased 
prices, it is asserted, could be used to 
discourage the least desirable uses and 
at the same time would provide a great 
incentive to producers to find more gas 
or make marketable that which is pres- 
ently wasted. 

The difficulties with this suggestion 
are readily apparent. If the price to 
the industrial user were raised to an 
unattractive level, a curtailment of 
two-thirds of the annual capacity of 
many pipeline companies would in turn 
reflect itself in the cost of the remain- 
ing one-third. This would compel such 
a drastic raise in price to the domestic 
and space-heating users as to make it 
prohibitive. 
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The Responsibility of Pipeline Service 


eee, when once they have undertaken to supply a pipeline 

company, have in a sense made captive its consuming market. 

At least the consuming markets served by the pipeline company are 

to a large extent at the mercy of the producers. Pipelines cannot be 

moved about like a garden hose. This entails a public responsibility 

which should not be overlooked by producers. If this responsibility is 
lightly regarded, it may have serious repercussions.” 





Although natural gas for residential oa BTU Required Per Year—112,500,- 


space-heating purposes has the advan- 

P — &P 7 , li Total Monthly Consumption of Gas for 
tages O convenience and qc ean ness Cooking and Water Heating—29.1 Therms. 
over other fuels, its price differential The fuel costs in Madison and Milwaukee 


. % . in March, 1952, are as follows: 
is not so great as to permit a substantial Mens 
. . ° ° 150n 
boost in price. For illustration: #2 Fuel Oil <la3e Per Gal. 
Fuel Costs oal—Pocahontas .92 Per Ton 
The estimated costs of fuel for heating a Stoker Coal—Southern Ill. 14.63 Per Ton 
typical 6-room home in the cities of Madi- United Briquettes 21.88 Per Ton 
son and Milwaukee, Wisconsin, as of Coalite Briquettes 
March, 1952, are as follows: Milwaukee 
Madison Milwaukee #2 Fuel Oil 14.0¢ Per Gal. 
Fuel Oil $176.75 $173.04 Coal— Pocahontas $20.45 Per Ton 
Coal—Hand-fired ... 158.99 155.42 Stoker Coal—Southern Ill. 14.60 Per Ton 


Coal—Stoker-fired .. 103.14 102.93 United Briquettes — 
148.14 139.72 Coalite Briquettes 18.85 Per Ton 


The basic assumptions (not valid with 
every furnace but generally true) attached Legal Barriers 
to heating cost comparisons are as follows: 


Efficiencies _—_ is another difficulty in tam- 
pering with the conventional 

Ct _enans method of setting prices. Most state 
Fuels Used and srvu Content laws direct commissions to set con- 
~~ 2 Fuel Oil—140,000 BTU Per sumer rates by methods which will 
Gt permit a local distributing utility to 


Coal—Stoker-fired—Southern Illinois— , 
13,300 BTU Per Lb. recover its costs, taxes, and a reason- 


—_ Bend. eed _ ; 
Cont 500 TO be Lb. ruemenne able profit to attract capital. 
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Raising of prices solely to control 
various demands would require legis- 
lative authority in the individual states. 
Under present laws the allowance of 
excess profits for such a purpose 
would be quickly challenged in the 
courts. In addition, to be effective such 
a pricing policy would require similar 
and concurrent action by all the states. 
It is extremely doubtful that all the 
states would act in unison. 

The interests of many states differ 
to the point where raising prices to 
control demand would be next to im- 
possible. To suggest that, if the states 
cannot do it, then perhaps the Federal 
government should, would meet with 
immediate and prompt resistance. It 
is doubtful that the people of this 
country in their present frame of mind 
would endorse any proposal to extend 
Federal price regulation of the local 
distributing companies. 

Even if an artificial high price con- 
trol program could be imposed by the 
respective states in co-operation with 
each other, there remains the practical 
problem of earmarking or distributing 
the profits. 


Embargo Legislation 


. has also been suggested that the 
producing states adopt policies 
which would restrict exportation of 
natural gas with a view of inducing 
industries to locate within their bor- 
ders. I am very certain that this sug- 
gestion does not come from the dis- 
tributing states. But it has been urged 
by some of the governing heads of 
some producing states. They have in- 
dicated that they are going to put up 
a fight to enact legislation which will 
restrict the exportation of their gas, 
not necessarily as a conservation meas- 
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ure or the adoption of a selective use 
program, but in order to attract in- 
dustry to their respective states. If it 
is undesirable to have large portions 
of our natural gas allocated to indus- 
try, then I submit it makes little differ- 
ence what end of the pipeline the 
industries are located. We will have 
contributed little if anything to a na- 
tional defense program or conserva- 
tion for the purpose of extending our 
supplies. 

It is quite understandable why a 
governor of a producing state would 
want to force industries into his state. 
However, separate and apart from any 
considerations of national defense uv 
prolongation of our supplies, it is an 
extremely dangerous policy. It would 
invite retaliation by the other states. 
Consider for a moment the economic 
confusion that would sweep this coun- 
try if other states would follow such 
examples and embargo their natural 
resources. 


ERTAINLY this country would never 
have reached its present economic 
development if Minnesota and Wis- 
consin had placed an embargo on their 
iron ore and Pennsylvania retaliated 
with respect to its coal, or the state of 
Washington with respect to its lum- 
ber, or Montana with its copper, or 
other states with their cement. If such 
a policy were once initiated and per- 
mitted, it would quickly Balkanize this 
country. Fortunately, the framers of 
the Constitution foresaw such com- 
mercial chaos and forbade it. 

The Supreme Court of the United 
States has interpreted such efforts as 
being in violation of the interstate 
commerce clause of our Constitution. 
It has repeatedly emphasized the prin- 
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ciple that a state may not promote its 
own economic advantages of free trade 
amongst the several states. “The Con- 
stitution,” said Justice Cordoza, “was 
framed upon the theory that the peo- 
ples of the several states must sink or 
swim together, and that in the long run 
prosperity and salvation are in unison 
and not division.” 

In the Oklahoma v. Kansas Natural 
Gas Co, Case (1911) 221 US 229, 
the state of Oklahoma adopted re- 
strictive legislation denying a natural 
gas company the right to cross its 
highways with pipelines intended to 
transport gas out of the state. Okla- 
homa contended that it acted in the 
interest of conservation and not com- 
merce. However, the Supreme Court 
held that in matters of foreign and 
interstate commerce, there are no 
state lines. That when natural gas and 
oil are reduced to possessions by the 
owner of the land, they are commodi- 
ties belonging to him and subject to 
the right of sale thereof and may be 
subjects of interstate commerce; that 
the right to engage in interstate com- 
merce is not a gift of the state nor can 
a state regulate or restrain such com- 
merce. 


F  tg-woanign by a producing state to 
levy a discriminatory tax upon 
gas destined for interstate commerce 
is also unconstitutional. It is only 
when the real purpose has a reasonable 


relation to a local conservation meas- 
ure or does not burden interstate com- 
merce or where Congress has not 
acted. 

The recent Cities Service Case! 
authorizes a producing state to fix a 
minimum price at the wellhead in the 
interest of conservation under certain 
circumstances. 

Hence, in my opinion, neither the 
expedient of raising prices for the sole 
purpose of controlling the various de- 
mands or the enacting of embargo 
legislation can effectively or legally 
bring about the orderly consumption 
of our natural gas reserves. 


Storage Fields a Substantial Solution 


F  pemageenty sng portion of the prob- 
lem can be met, however, by lo- 
cating and developing adequate storage 
fields near the consuming markets. 
There are about 125 underground stor- 
age fields with 750 billion cubic feet 
capacity now in use in this country to- 
day, according to Max W. Ball, a con- 
sulting geologist. I understand that 
the Peoples Gas, Light & Coke Com- 
pany, which distributes gas in the Chi- 
cago area, is presently developing an 
underground storage field which will 
have about 400 to 500 billion cubic 
feet storage capacity near Herscher, 
Illinois, which is about 65 miles from 
Chicago. Such storage fields would go 


1Cities Service Gas Co. v. Peerless Oil & Gas 
Co. et al. (1950) 340 US 179, 87 PUR NS 41. 


e 


affected with a public interest, dating back for over a period 


q “THE history of regulation of business endeavors 


of seventy-five years, shows that whenever an industry 
maneuvers itself in a position to do a great public harm, 
potentially or actually, it has invariably become a subject of 


governmental regulation.” 
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a long way in overcoming the poor 
load factor of the residential space 
heater. 

As long as efforts are made in a 
prudent manner and the ultimate costs 
would not price present or prospective 
consumers out of the market, it is my 
opinion that such costs should be re- 
garded as a legitimate utility expense. 
If state commissioners do not have di- 
rect jurisdiction over such efforts, as 
is frequently the case, they could and 
should support such proposals before 
the Federal Power Commission. They 
should keep the public informed as to 
the ultimate public good. 

Just as it is good business for pri- 
vate industry to allocate a certain per- 
centage of its revenues for research, 
so would it be good economics to allow 
pipeline companies reasonable reve- 
nues to search for and develop storage 
fields near their consuming markets. 
There have been and will continue to 
be differences of opinion between state 
commissioners and pipeline companies 
as to the equitable allocation of such 
gas and storage costs. 


Peak Shaving 


peer the pipeline companies are 
looking for storage fields, it may 
not be amiss to suggest that distribut- 
ing companies further develop lique- 
fied petroleum gas facilities for peak 
shaving. In addition to serving as 
stand-by or emergency units, there are 
definite over-all economies that could 
be realized. If ways and means could 
be found to further reduce their costs, 
that would be some contribution to 
present peak-load problems. 

While I realize that full develop- 
ment of a proper balance between 
storage fields, peak shaving methods, 
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and conservation policies on the one 
hand and consumption on the other 
may take considerable time, there are 
good reasons for prompt moves in 
those directions now. 

An American citizen will not long 
sit idly by while his neighbor for some 
reason mysterious to him enjoys all the 
advantages of natural gas. This is 
especially true when, under most cir- 
cumstances, it is doled out by a regu- 
lated distributing company. He may in 
a moment of anger or frustration de- 
mand and receive extreme measures 
governing the entire industry. This 
may manifest itself in the regulation 
of production. There are some aspects 
of production which take on the char- 
acteristics of a business affected with 
a public interest. 

Producers, when once they have 
undertaken to supply a pipeline com- 
pany, have in a sense made captive its 
consuming market. At least the con- 
suming markets served by the pipeline 
company are to a large extent at the 
mercy of the producers. Pipelines can- 
not be moved about like a garden hose. 
This entails a public responsibility 
which should not be overlooked by 
producers. If this responsibility is 
lightly regarded, it may have serious 
repercussions. 


_ history of regulation of busi- 
ness endeavors affected with a 
public interest, dating back for over a 
period of seventy-five years, shows 
that whenever an industry maneuvers 
itself in a position to do a great public 
harm, potentially or actually, it has in- 
variably become a subject of govern- 

mental regulation. 
I submit that after producers have 
captured a consuming market, in the 
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sense I have indicated, it is impressed 
with a strong moral obligation to meet 
the market’s increased demands upon 
reasonable terms. They should not re- 
gard their responsibilities as limited to 
the original commitments made to the 
pipeline companies and at the same 
time hope to escape efforts or move- 
ments to regulate their phase of the 
natural gas industry upon a national 
level. 

To induce a consuming market to 
convert from manufactured to natural 
gas and then after conversion to un- 
reasonably withhold additional gas to 
meet increased demands except upon 
extortionate terms, is a form of “‘sand- 
bagging” that will not be accepted by 
the American public with complacency. 


I DO not wish to be understood as ad- 
vocating national regulation of the 
price or activities of the natural gas 
producers. Again I mention there are 
transactions beyond the constitutional 
powers of the state. It should be under- 
stood that I am opposed to any “gap” 
in the regulatory scheme. 

I am merely making the observation 
that unless the producers realize they 
have a business which has certain char- 
acteristics of those affected with a 
public interest and do not act accord- 
ingly or develop a better sense of pub- 
lic responsibility, they may well live to 
see the day when further regulation 


will be extended over them. The Amer- 
ican people can be expected to quickly 
brush aside any distinction between 
regulation of production by manufac- 
turing gas and producing it from wells, 

I realize and appreciate that the 
speculative element in natural gas pro- 
duction is substantially different from 
other utility operation. Allowances for 
that difference would have to be treated 
somewhat differently than the conven- 
tional cost plus basis of utility regula- 
tion. It would also impose new and 
different problems. But unless the nat- 
ural gas industry and its respective 
elements take immediate steps to 
adopt better conservation practices, 
and unless we support it with selective 
use policies, by storage development, 
and peak shaving to the end of prevent- 
ing needless waste or uneconomical 
uses to the detriment of our national 
defense or economy as the case might 
be, we may expect the people to try 
their own hand at it. 


T would be better for the more in- 
formed, including commissioners, 
in co-operation with each other and 
the industry, to take steps now within 
the framework of our present laws to 
effectuate such policies than to leave 
this great industry to the mercies of 
demagogues who may capture the at- 
tention of a less informed but an angry 
and frustrated American public. 





Gomes of the best engineers and economists have studied 
the St. Lawrence seaway scheme exhaustively and found 
it to be a monstrosity. One of its primary purposes ts to pro- 
duce more socialized electricity at a huge and continuing cost to 
the taxpayers—this alone should defeat it today. From the 
point of view of transportation, it would provide no service 
that cannot be provided . . . by the railroads and other carriers.” 

—Excerpt from Fosters Daily Democrat 

(Dover, New Hampshire). 
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Does California Have a Special 
Regulatory Problem? 


Harassed California utility management feels that 

it may be out of line with other states, and points to 

a difficult market for securities to finance the state’s 

burgeoning growth. It is a question with angles— 
and angles. 


By JAMES H. COLLINS* 


AYBE what we need in Cali- 
M fornia today is a Giant Brain. 
One of these magical elec- 
tronic computing machines that takes 
your problem on a tape, with all fac- 
tors punched, and runs it through a 
roomful of apparatus, to come up 
with an answer after many days—if 
not weeks. 

Such an answer as 475 mathe- 
maticians, working fifty years, round 
the clock, might arrive at. 

Our problem is one of utility rates 
and regulation under inflation. 

It has angles and angles, and per- 
haps the fast-moving cyberneticians, 
who are beginning to worry about do- 
ing themselves out of a job, have not 
yet built the computer that will har- 
monize all the factors. 

Plus some rather strongly held 
opinions. 

There may be no simple “Yes” or 
“No” answer. 


*Professional writer of business articles, 
now resident in Hollywood, California. 


There is no guaranty that we would 
like the answer anyway. 

This article tries to summarize the 
factors that ought to be punched in 
the tape. 

The situation is something new in 
California utility management and 
regulation. At this stage nobody 
wants to be quoted, but many would 
like to punch a few holes in the tape. 
If anybody’s neck is stuck out, let it 
be this reporter’s. He may have let 
in some scuttlebutt. It can be con- 
sidered what the British would call a 
“brave try.”” Maybe the shoe will fit 
in other states. 


NFLATION struck California utili- 
ties rather late. For years there 
had been a nice balance in rates and 
regulation. The public, the regulatory 
authorities, the utilities—even the 
investors—were satisfied. A  well- 
planned, smooth-running world. 
Inflation struck suddenly. 
The state’s population rose from 
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under 7,000,000 in 1940 to more than 
10,500,000 in 1950, with correspond- 
ing growth in industry during the 
war. More than half of this growth 
came the first half of that decade. It 
was expected that the war workers 
would go back home, and the war in- 
dustries shut down after hostilities 
were over. 

Nothing of the kind! 

The newcomers stayed, others who 
had passed through the Golden state 
in military service came to live, the 
war industries with great ingenuity 
converted to peacetime products. 
When restrictions were lifted, home 
building boomed, and also industrial 
construction. Presently there was a 
tremendous new demand for gas, 
electricity, and phone service. New 
plant was needed, new money to build 
it at inflation costs, organizations had 
to be expanded at high wages. 


URING the second half of the 

decade the California Public 
Utilities Commission was deluged 
with applications for rate increases, 
and utility managements, under pres- 
sure, began to murmur. 

Decisions seemed to be tardy, and 
piecemeal. 

Was California regulation follow- 
ing an outmoded routine? Well 
enough to be deliberate when rate in- 
creases were almost never asked for, 
and then by maybe one company, or 
one industry. Now speed was the 
essence. 

Was regulation unduly favoring 
the public, at the expense of growth, 
and fair returns on capital? 

Were the utilities being starved as 
a prelude to public ownership? 

How were new bonds and stocks 
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to be sold in the East, where the hun- 
dreds of millions of new money had 
to be raised, in the highly competitive 
investment market, in competition 
with industries that paid better inter- 
est and dividends —in competition 
with utility securities from other 
states, where a more realistic handling 
of inflation was being done? 

California has had regulation a 
long time. The commission’s 1948-49 
report was marked “One hundredth 
fiscal year.” It dates back to gold rush 
days when railroads were still to come, 
but the lawmakers provided control 
of rates, to be certain they would be 
fair to passengers and_ shippers. 
(See Pusiic UTILitreEs ForRTNIGHT- 
ty, August 15, 1946, page 201.) 


Beenie the years, regulation has 


proved adaptable to changes like 
the coming of trolley cars and automo- 
biles, and has sought to base its de- 
cisions on engineering and accounting 
factors rather than legalities. Attor- 
neys are diluted by engineers thinner 
than one to six. Regulation at mini- 
mum costs has been the objective, and 
while fair returns to utilities and in- 
vestors are part of the law, the con- 
sumer’s interests have been para- 
mount. 

Some figures from the commission’s 
latest report (1949-50) indicate that 
the consumer has been pretty well 
taken care of. 

Up to June, 1950, gas companies 
had been authorized to raise rates 
only 6.3 per cent; electric companies 
3.2 per cent; telephone companies 
25.8 per cent; and transit companies 
49 per cent. The first rate increases 
were not granted until 1946. 

Among 25 major cities in 1950, San 
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Francisco and Los Angeles ranked 
third and fourth for having the lowest 
combined monthly gas, electric, and 
telephone bills, $7.74 and $7.92, re- 
spectively. Los Angeles had the lowest 
bill of any city of more than a million. 
For the same services, Boston was 
paying $17.18. 

Are California rates out of line on 
the lower side? 

The financial men who have to go 
to the money market with new utility 
securities maintain that they are, and 
come up with tables showing that be- 
tween 1946 and 1950 the dividends 
of gas and electric utility companies 
over the country have increased an 
average of 38.1 per cent, while only 
one California company has increased 
its dividend. 


HEN they go East offering new 
issues, the investment bankers, 
trustees, savings and insurance peo- 
ple, want to know what is the matter 
in California. Earnings, they insist, 
do not compare with utilities in other 
states, much less industrials. What- 
ever it is that keeps them down, is 
a factor to figure in the outlook for 
future earnings. These financial men 
say that California utility credit is 
today at its lowest ebb. For years 
that credit has been gilt-edge — and 
now the financial fellows step into the 
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bank and find that they are over- 
drawn! 

Is regulation to blame? 

Nobody wants to say so openly, but 
when the tape for the Giant Brain is 
ready, the financial men will have 
punched in some comparisons. In 
California, too rigid a view of 
what constitutes allowable investment 
money may be diluting the legal earn- 
ings provided for under the law. In 
other states, they maintain, the regu- 
latory authorities have been more 
liberal. And in California not enough 
allowance has been made for the de- 
creasing value of the dollar. Even if 
the investor today got interest or divi- 
dends as good as in prewar years, the 
dollars do not buy as much. 
| Hoge increases are not adequate, 

and are granted on a piecemeal 
basis that keeps them in the news, in 
the opinion of some utility executives. 

For a synthetic example, the X 
company estimates that a 10 per cent 
rate increase will be necessary to take 
care of its rising costs the next X 
years, restoring its credit, adding two 
or three dimes to the average customer 
monthly bill. It is granted an interim 
increase after several months amount- 
ing to 3 per cent, adding one dime to 
the customer bill, and after several 
more months is granted a permanent 
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“INFLATION struck California utilities rather late. For 
years there had been a nice balance in rates and regulation. 
The public, the regulatory authorities, the utilities—even the 


investors—were satisfied. A well-planned, smooth-running 
world. Inflation struck suddenly. The state’s population 
rose from under 7,000,000 in 1940 to more than 10,500,000 
in 1950, with corresponding growth in industry during the 
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war. 
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increase amounting to 6 per cent, only 
about half enough. 

When the interim increase is 
granted, the newspapers report it as 
news, and the public notes that the 
company has raised rates, and that 
next month’s bill will be ten cents 
higher. The thinness of that dime 
tends to get lost. The point that 
registers is, the company has just 
raised its rates. 

When the permanent increase is 
publicized a few months later, the 
public says, “What — again? Why 
only the other day they raised rates!” 

By that time, it may be necessary 
to apply for a further increase. And 
so the utilities are perpetually asking 
for more—or so it seems to Mr. and 
Mrs. John Citizen. 

How different from the mid-1940’s 
when, with food up more than 100 
per cent, and living expenses 75 per 
cent, the utility fellows could point 
with pride to the gas bill, the electric 
bill, as showing less than 5 per cent 
increase—and until 1946 none at all. 


b * feenei-ne utilities are in different 
positions in this respect. Transit 
and telephone companies, employing 
a great deal of labor, and pressured 
for wage rises, are more bedeviled 


than gas and electric companies, 
whose inflation costs consist more of 
materials. However, materials are 
labor, and prices rise without hear- 
ings. 

Customers are voters, of course. Is 
that a factor having any weight, in 
itself ? 

Some way will have to be found 
to punch that question into the elec- 
tronic tape, because utility men who 
attend hearings and present rate cases, 
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have the feeling that such apprehen- 
sion exists —even if the charge of 
“politics” were simply loose talk, its 
repetition does the prestige of regula- 
tion no good. 


_ hearings are many. Last year 
nearly a thousand days were taken 
up by such proceedings, in both major 
cities of California, and other places. 
They seldom take on the magnitude of 
mass meetings, but there are always 
representatives of the “public,” gen- 
erally speaking for small groups. 
Utility men suspect that rate hearings 
have now come under the unwelcome 
attention of the Communist party line 
—to be covered for the purpose of 
stirring up bad feeling, as a standard 
product of red agitation. 

Sometimes there is comedy relief, 
as when several earnest “household- 
ers” protested a rate increase for a 
utility company, on the grounds that 
they could ill afford to pay more. 

“How much was your bill last 
month?” asked the company repre- 
sentative. 

None of the opponents remem- 
bered. 

But the public, in the persons of 
Mr. and Mrs. John Citizen, almost 
never turns up at rate hearings, and 
California utility commission people 
point to the technical character of 
their work to illustrate how small a 
part votes play in proceedings or de- 
cisions. Only a small part of that 
work is rate hearings. Accident in- 
vestigations and prevention occupy 
far more time, and steadily over the 
years are of greater importance to the 
public. Inflation may come once in a 
generation. Accidents come every 
day. 
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Evolution of Regulation 


Fr the years, regulation has proved adaptable to changes 

like the coming of trolley cars and automobiles, and has sought 

to base its decisions on engineering and accounting factors rather than 

legalities. Attorneys are diluted by engineers thinner than one to six. 

Regulation at minimum costs has been the objective, and while fair 

returns to utilities and investors are part of the law, the consumer's 
interests have been paramount.” 
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H“ to punch in tape would be 
questions relating to the starva- 
tion of utilities into public ownership. 
Put on a diet of bran with green specs, 
unable to obtain new capital for 
growth, how long would it be before 
poor service aroused public opinion? 

The forces of collectivism in vari- 
ous forms are always active. Utilities 
are a form of business already under 
public control, through their monopo- 
listic nature, by regulation. Put them 
on a 1,200-calorie diet, reduce them 
to skin and bones, and then, in pity, 
let the public take over. 

It is a thought, perhaps evil, but 
a factor in the problem. 

Already there are proposals for 
taking over the hardest-hit service, 
street transportation. The public own- 
ership with private operation “out” is 
before the Los Angeles city council, 
and might get on the ballot for popu- 


lar decision in the proposed form or 
some other. 

Under the present proposal, the 
two transit properties would be pur- 
chased by the city, with revenue bonds 
to be paid off in twenty to forty years 
from transit revenues. They would 
not be a general obligation against 
taxpayers. 

Management would be in the hands 
of a new city transportation board, 
not connected with the city council. 
Operation would be continued by 
present private companies. 


Hew such a setup would improve bus 
and tram service, paying steadily 
rising wages, and without increasing 
fares, is answered by lowering taxes. 
Federal, state, and county taxes would 
be reduced—which sounds like a prob- 
lem in itself. City taxes would be 
continued, but in the form of “in lieu” 
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payments by the transit operating 
companies. 

Under this plan, it is promised that 
public ownership would be the main 
objective, rather than merely showing 
a profit for stockholders. There are 
elements of the neat-trick-if-it-can-be- 
done. There are spots where the 
bright picture fogs up. 


UT transit has been starved down 

to a point where public opinion 

is hostile. Its troubles are not all due 

to regulation. There is automobile 

competition, and perhaps television, 

the current whipping boy for what- 

ever is wrong with business. The sad 

plight of the busses and cars is 
national, and not fully known. 

Transit customers ride every day, 
where telephone, electric, and gas bills 
come in once a month. Where once 
the passenger paid a dime, for fairly 
fast two-man service, now he splits 
a nickel by buying tokens, the service 
is one-man, is slower—definitely less 
for the money. In Washington, they 
tell the writer, tokens are now three 
for forty cents, but with music and 
advertising as you ride. In Los An- 
geles we get four tokens for a half- 
dollar, but no music—and new rate 
increase applications suggest that 
presently it may be three tokens, with 
television. 

Not one family head in twenty 
could say how much his gas bill was 
last month, or determine whether it 
was higher or lower—such services 
vary with the seasons. He never sees 
anybody connected with the company. 

But car fare is paid twice a day or 
oftener, and the physical organization 
and service are a personal experience. 
Anything that promises better service 
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and the pegging of fares is listened to. 

One remedy for all these troubles 
is proposed by some utility executives, 

“Are we men or are we monkeys?” 
they protest. “This rate rise that 
we've asked for would add very little 
to the average monthly bill, if granted 
in full. It would take care of our 
financing, give security holders a fair 
return. The public is always fair when 
it understands the situation. What a 
lot of cowards we are, not to go to the 
public with the facts!” 

Who will be first to go? 

And with what facts? 

The courageous executive who 
would tackle the tiger in its lair may 
find others in management sitting on 
his coat tails. 

Here as elsewhere there is no rush. 

Going to the public would undoubt- 
edly be a difficult relations job. 


- the general inflation, utility trou- 
bles are rather remote, not press- 
ing compared with other expenses. 
Food prices rise steadily, and there is 
no regulating commission to appeal 
to. The old water heater that cost 
$75 must be replaced—went out over- 
night—and exactly the same heater 
as to capacity now costs $145, and 
there is no state commission to do any- 
thing about it. Postal cards for gen- 
erations have been a penny; now they 
are two cents, and until lately the 
purchaser who wanted more than 49 
paid a premium—on the principle that 
he would use them to advertise goods, 
and contribute to inflation? 

What audience listens to the utility 
company, asking for a modest increase 
in rates, explaining that the hard- 
boiled eastern bankers want better 
returns on the capital they lend for 
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California’s growth? If the citizen 
could be stirred to do something about 
it— what could he do? The Cali- 
fornia regulatory commission has 
often pointed out the fact that a postal 
card is enough to start a case if a 
citizen has a complaint. So—maybe 
two cents could be spent for a postal! 


HEN, going to the public with the 
facts implies criticism of the com- 
mission. 

Utility management would not 
want to do that. It has long regarded 
the commission as fair, and, under 
less hectic conditions, prompt. 

If there were criticism of the com- 
mission, the latter could maintain 
that it is regulating according to the 
law. 

Ergo—change the law! Legislation 
would be tardier. 

Would a joint presentation of the 


facts by different utilities be more 
impressive? 

Everybody’s business is nobody’s 
business. 


HE pressure varies between in- 

dustries and companies. Hardest 
pressed is transit—yet in San Diego 
one company is doing a nice business 
just now by reason of war workers 
and the armed forces. 

There is unrest in the gas business 
—but the state commission reports 
one major gas utility that between 
1940 and 1950 reduced rates 16.6 per 
cent. 

That each company had better 
speak for itself is the most favored 
program—with nobody speaking yet. 

Could cybernetics come up with an 
answer—who is blamable if anybody, 
what to do if anything? 

That is the question. 





“io fifty years we have heard a good bit about the 
dangers of big business. The time has come to apply 
similar criticism to big government... . 

“The more the state enlarges its sphere of action the greater 
the incentive to the electorate to work and vote with a view 


to their own pockets... . 


“May not policies of subsidies, price maintenance, and the 
like offer new opportunities and strong temptations for what 
may be the moral equivalent of bribing voters? . . 

“Certain measures touch millions of voters. They involve 
transfer of money from one man’s pocket to another's through 
the brokerage activities of government officials. . . . 

“Are there not reasons for anxiety in the rise of these modern 
pressure groups which are crystallizing quite openly around 
programs of self-interest? May not these groups be developing 
into factions such as Madison and others castigated?” 


—Harotp W. Donps, 


President, Princeton University. 
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Senate Restores Interior Funds 


On June 25th, the Senate approved a 
$567,327,164 Interior Department 
appropriation bill for fiscal 1953. The 
bill includes $14,950,000 for the start of 
ten new reclamation projects, which with 
others have been held up under a presi- 
dential ban on project construction 
“starts.” The bill was passed by a voice 
vote, after an amendment to eliminate 
the “new start” money was defeated, 60 
to 17. 

The measure went back to the House 
for concurrence in Senate amendments, 
including the new project item, which 
added about $81,000,000 to its total. The 
President had asked for $632,151,800 for 
the Interior Department, and the House 
cut the amount to $486,248,253. 

In votes on June 25th, the Senate 
added $6,744,800 to amounts recom- 
mended on June 23rd by its Appropria- 
tions Committee. Included was $6,500,- 
000 for school and other construction on 
Indian reservations, $200,000 for water 
development at Papago reservation in 
Arizona, and $44,800 for fish rescue work 
in South Dakota. 

The Appropriations Committee actions 
added about $31,000,000 to the total 
voted by the House for reclamation, in- 
cluding the new start money. 

Senator Paul H. Douglas (Democrat, 
Illinois) sponsored the move to cut out 
the new projects and cut the reclamation 
allowance back to the House total. 


VER half of the cuts in Interior De- 
partment funds made by the House 
were restored by the Senate’s version of 
the bill. The upper chamber approved 
without change its Appropriations Com- 
mittee recommendations to restore $74,- 


JULY 17, 1952 


334,111 out of the cut of $139,753,547, 
which the House had made in the fiscal 
1953 appropriations bill. 

Many of the items involved the restora- 
tion of power expansion features. In one 
respect, however, the Senate committee 
went even further than the House by put- 
ting pressure on the Southeastern Power 
Administration to negotiate contracts 
with private companies for the transmis- 
sion of Federal power. The Senate com- 
mittee added the following language: 


Provided, That no part of the funds 
appropriated by this paragraph or any 
part of the unobligated balance appro- 
priated under this heading in the In- 
terior Department Appropriation Act 
for 1952 shall be available for the con- 
struction of transmission lines and 
related facilities in the Southeastern 
power area until (1) a contract with 
the affected power companies in the 
area of substantially the type which has 
heretofore been executed in other 
power areas for transmission of elec- 
tric power and energy from govern- 
ment-owned projects to preferred cus- 
tomers has been executed, or the said 
companies have refused to execute 
such contracts, and (2) the Secretary 
of the Interior has so informed the 
Congress. 


MONG the items restored in the 
Senate bill to the House-approved 
Interior appropriations measure was 
$1,000,000 for a “continuing fund” for 
the Southwestern Power Administra- 
tion, which is $769,000 above the House 
allowance. Funds are to be used for the 
lease or purchase of transmission facili- 
ties which the House denied because the 
question of contract validity in dealing 
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with REA co-operatives is now before 
the courts. The Senate committee report 
said its action was not intended to pre- 
judge the outcome of the court litigation, 
but simply to keep SWPA operations 
assured for preferred customers. 

The largest item restored in the bill 
was the addition of $32,551,131 to the 
Bureau of Reclamation, to which the 
House bill allowed a total of $180,- 
755,400. The separate projects given 
additional funds are: Middle Rio 
Grande, $2,500,000; Jamestown dam, 
South Dakota, $880,000 ; Central Valley, 
$1,250,000; Solano, California, $3,000,- 
000; Minidoka, Idaho, $150,000; Savage 
Rapids, Oregon, $700,000 ; Weber Basin, 
Utah, $1,350,000 ; Yakima, Washington, 
$1,500,000; and various Missouri river 
basin projects, $7,000,000, except the 
Minnesota transmission line, $2,913,600. 


* 


Senate Delays Buchanan 
Confirmation 


HAT will happen now that the 

Senate Interstate Commerce Com- 
mittee has voted 9 to 4 to withhold con- 
firmation on the reappointment of Chair- 
man Buchanan for another term on the 
Federal Power Commission? That is 
what a number of people inside and out- 
side of Washington are wondering. In 
announcing the decision of the commit- 
tee, its chairman, Senator Johnson 
(Democrat, Colorado), pointed out that 
the nomination would be returned to the 
White House after Congress adjourns 
or recesses. This would clear the way 
for President Truman to give Buchanan 
a recess appointment, if he chooses to 
do so. 

The impression prevailing among 
Washington lawyers is that President 
Truman could make a recess appoint- 
ment of Buchanan or anyone else after 
Congress has adjourned or been in recess 
for thirty days. But whether the Presi- 
dent will repeat the controversial appoint- 
ment of the Pennsylvania lawyer, now 
that the Senate has shown some coolness 
towards confirmation, is a debatable 
question. 
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Opposition to Buchanan’s appoint- 
ment, which was favorably recommended 
by the subcommittee, came mainly from 
southwestern gas-producing states. The 
former chairman of the commission 
(whose term expired on June 22nd) had 
incurred the enmity of natural gas pro- 
ducers because of his unrelenting favorit- 
ism for strict application of public utility 
rate-fixing principles to cost of producing 
gas by the pipeline companies. His was 
also the sole dissent in the celebrated 
Phillips Petroleum Case (90 PUR NS 
325), in which the majority of the com- 
mission decided not to extend FPC juris- 
diction over production of independent 
gas producers selling supplies to the 


pipelines. 


"Tae two out of the three members 
of the Texas Railroad Commission 
appeared in opposition to Buchanan’s 
confirmation on June 18th. Commis- 
sioner William J. Murray of Houston and 
Commissioner Ernest O. Thompson 
announced their opposition to Buchanan 
after studying the record of Buchanan’s 
“actions and policies.” 

“This conclusion is not based on any 
personal association or acquaintance with 
Buchanan,” Murray said, “but comes 
from a study of the printed record of his 
actions and policies and from statements 
that have been made about him by those 
who know him well, particularly his col- 
leagues with whom he has served on 
state and Federal boards.” 

The Texan then cited the testimony 
given in 1948 by Senator Edward Martin 
(Republican, Pennsylvania), when he 
opposed the original confirmation of 
Buchanan, also a Pennsylvanian, to the 
commission. 

Martin stated at that time that 
Buchanan “is a man of integrity and fine 
standing. However, I feel obliged to 
appear here in opposition because I am 
not convinced he has the ideas that a man 
holding this important position should 
possess.” 

Also appearing 


in opposition to 
Buchanan’s appointment were repre- 
sentatives of the Kansas State Corpora- 
tion Commission and the Oil and Gas 


JULY 17, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


Conservation Commission of Colorado. 
He was supported, however, by repre- 
sentatives of the CIO National Farmers’ 
Union and the National Rural Electric 
Co-operative Association. 


se departure of Buchanan from the 
commission, even for a limited pe- 
riod, raises the question whether there 
might be some shift on FPC natural gas 
policies. The attitude of the new ap- 
pointee, Dale E. Doty, has not yet been 
revealed, especially on the controversial 
question of regulating gas production 
costs. But Commissioners Wimberly, 
Smith, and, occasionally, Draper, have 
been showing some uneasiness. 

Thus, Commissioner Smith, in a spe- 
cial concurring opinion, authorizing 
Northern Natural Gas Company to con- 
struct a new transmission system north 
of Kansas, pointed out that as long as 
FPC persists in its present conventional 
rate base approach to the pricing of gas 
production (to supply such lines), it re- 
duces the incentive for new discovery, 


development, and production by pipeline 


companies. Smith added, “the remedy 
lies largely in our hands—simply as a 
matter of the exercise of our administra- 
tive discretion under the Natural Gas 
Act—if we will but recognize the problem 
and act to meet it.” 

If the 82nd Congress should return 
after the political conventions by special 
call of the President or for unfinished 
business, even Buchanan’s recess appoint- 
ment, if it comes, might be caught in 
the general “freeze” which the Republi- 
cans are likely to make on all political 
appointments. Just as in 1948 and other 
election years, the party out of power, but 
hoping to get into power, generally tries 
to keep as many job vacancies pickled 
(by failure to confirm) as possible. 


* 

No Utility Inquiry This Year 
LS” fp see Senator Magnuson 

(Democrat, Washington) had in 
mind when he introduced his resolution 
to investigate public utility spending it 
is not likely to be done this year. Three 
JULY 17, 1952 


Republicans (Langer, North Dakota: 
Morse, Oregon ; and Tobey, New Hamp. 
shire) joined eight Democrats (Gilletie 
Iowa; Green, Rhode Island; Hill, Ah. 
bama; Humphrey, Minnesota ; Kefauver 
Tennessee; Lehman, New York: Maz. 
nuson, Washington; and Murray, Mon. 
tana) in a joint resolution to have the 
Federal Trade Commission investigate 
utility expenditures for three years, 
reporting every thirty days. 

But Magnuson’s resolution came much 
too late in the session to expect action at 
the last minute. Aside from the fact that 
Chairman Johnson of the Senate Inter- 
state and Foreign Commerce Committee 
showed no enthusiasm, the House Inter. 
state and Foreign Commerce Committee, 
which would also have to act on the joint 
resolution, has been about the biggest 
bottleneck in the entire 82nd Congress 
all during the session. Thus it would 
appear that only the outside chance that 
Congress would come back or be called 
into special session could save it. 

But that does not mean to say that we 
will not hear more about Magnuson’s 
idea of probing utility expenditures, 
propaganda, and so forth. It is a matter 
dear to the heart of the administration 
and President Truman would certainly 
lend his support if he could. So even 
though Congress fails to act upon it, the 
administration is likely to use the Mag- 
nuson resolution as a basis for baiting 
the electric utilities during the election 


campaign. 


F the Democrats should win in Novem- 
ber with a candidate following the 
line taken by President Truman, it is 
quite likely that the Magnuson resolution 
or something like it would be revived in 
the next Congress. In such an event, 
there is the possibility that it would be 
broadened, before Congress would con- 
sider it, so as to include an investigation 
on both sides of the public power ques- 
tion. There is already pending in the 
House the Dondero resolution to have 
Congress investigate the background and 
purposes of the recent public ownership 
publicity resulting from the Electric 
Consumers’ Conference in Washington. 
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Exchange Calls 


And Gossip 


Communications Workers Vote 


“War Chest’ 


HE convention held by the Com- 

munications Workers of America in 
Cleveland last month voted to establish a 
$12,000,000 strike fund, but it took all the 
ingenuity President Joseph A. Beirne 
could command to get approval from the 
delegates. The proposal to establish the 
fund had been listed by the union’s lead- 
ers as the main issue before the conven- 
tion and, after heated debate, was rejected 
bya narrow margin. The convention then 
reversed itself the following day and gave 
its approval. 

The chief bone of contention was the 
method of raising the fund. There was 
little opposition to the idea itself. Some 
delegates suggested that it should be fi- 
nanced out of current $3 a month dues 
with the international and the local union 
applying 25 cents of the $1.50 dues money 
each receives from the individual mem- 
ber. Others argued that the international 
should set aside 35 cents out of $1.50 per 
month per capita obtained from the locals 
contributing 15 cents a month per mem- 
ber. It was finally agreed to increase local 
member dues from $1.50 to $2 a month 
until the strike fund contains $50 for 
each member. Should the fund drop to 
$40 per member, the extra 50 cents a 
month would be applied again. 

The argument over the fund was only 
one of the headaches suffered by the 
union’s administration. Much dissatisfac- 
tion was expressed with the leadership’s 
strategy in negotiating contracts. Several 
delegates accused leaders in charge of 
collective bargaining policy of errors in 
judgment in negotiating contracts early 
this year that provided for wage increases 
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below hikes in agreements won through 
strike action later. 


N the discussion, the delegates called 
for stress on basic wage increases, 
better wage progression schedules, pen- 
sions, grievance and arbitration proce- 
dures, seniority rights and rights in- 
volved in transfers, and other contract 
improvements. The debate was held in a 
special session voted by the convention 
shortly after the regular session had been 
adjourned. The special session was sug- 
gested by President Beirne to provide 
the delegates full opportunity to “air our 
gripes and differences on collective bar- 
gaining” without any time limit on de- 
bate. A. T. Jones, vice president and head 
of the union’s contract section, reported 
that the union in the first half of 1952 
completed negotiations of more than half 
of its 121 contracts with 79 companies 
and that some of the contracts were won 
only after extensive strike activity. He 
pointed out that under the new agree- 
ments the workers received wage in- 
creases ranging from $4 to $7 a week. 
Union leaders were scolded by the con- 
vention’s finance committee for failing 
to live within their budget. The com- 
mittee proposed a budget of $4,104,000 
for the next fiscal year’s operations and 
recommended that leaders make every 
effort to live within budget allowances 
covering meals, transportation, office ex- 
penses, telephone and telegraph expenses, 
and for organizing, negotiations, and 
contributions to worth-while agencies. 
The convention approved five resolu- 
tions, One pledged support to the 650,000 
steel workers on strike and continued 
support to 1,300 telephone workers now 
striking against a Western Electric Com- 
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pany plant in Buffalo. The other resolu- 
tions endorsed union-label campaigns of 
CIO and other unions, supported the 
CIO Textile Workers against member- 
ship “raids” from AFL unions, and urged 
repeal of state labor laws and legislation 
in Canada that “restrict union activities.” 


MONG the guest speakers were Mrs. 
India Edwards, vice chairman of 
the Democratic National Committee, 
Robert T. Creasey, an Assistant Secre- 
tary of Labor and a former leader of the 
phone workers’ union, and Senator Estes 
Kefauver (Democrat, Tennessee). Mrs. 
Edwards urged the delegates to partici- 
pate in political activity “as an individual, 
as a worker in your party, and in your 
political action committee.” Creasey re- 
viewed the state-Federal government un- 
employment insurance program and told 
the delegates of five changes recom- 
mended by President Truman for 
strengthening the unemployment insur- 
ance system. 

Senator Kefauver, bidding for labor 
support in the race for the Democratic 
nomination, assailed the Taft-Hartley 
law as “union-busting legislation.” He 
told the convention that he would fight 
for repeal of the law “when I am elected 
President” this fall, and that he favored 
and would continue to support progres- 
sive legislation enacted under the Tru- 
man and Roosevelt administrations. Ke- 
fauver said he favored the adoption of a 
new labor-management relations law that 
would not make it easy to “bust a union 
should a deflationary spiral come nor 
make it possible for a union to bust man- 
agement.” 


* 


Largest REA Loan Goes to 
Indiana Co-op 


4p Rural Electrification Adminis- 
tration has approved a loan of $6,- 
618,000 to the recently formed Hoosier 
Telephone Co-operative, Inc., Indiana. 
The loan is the largest approved to date 
under the rural telephone loan program. 
It will be used by the co-operative to pur- 
chase the stock of 15 small telephone 
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companies in order to improve and ex. 
pand greatly the rural service they now 
provide, The properties are generally 
known as the “West Side” properties of 
the Joh : T. Detchon estate, recently put 
up for sale by court order. The Indiana 
Bell Telephone Company successfully bid 
for the “East Side” properties. 

Upon completion of improvements f- 
nanced by the REA loan and $286,000 
cash equity supplied by the borrower, the 
systems will provide up-to-date service to 
16,592 subscribers. Of these, 4,723 fami- 
lies will have telephone service for the 
first time and 11,869 present subscribers 
will receive improved service. 

Indiana systems to be acquired by 
Hoosier are : Cayuga Telephone Corpora- 
tion, Citizens Mutual Telephone Com- 
pany of Dana, Citizens of Telephone 
Company of Newport, Darlington Tele- 
phone Company, Indiana Western Tele- 
phone Corporation, Ladoga Telephone 
Company, Oxford Telephone Company, 
State Line Telephone Corporation, Wa- 
bash Prairie Telephone Company, Attica 
Telephone Company, Fountain Tele- 
phone Corporation, Wabash Valley Utili- 
ties Corporation, and Coal Creek Tele- 
phone Corporation. The thirteen Indiana 
corporations will be dissolved and their 
assets transferred to Hoosier. The two 
other companies are in Illinois, and will 
be operated independently as subsidiaries 
of Hoosier to comply with Illinois law. 


Pipes and other affairs of the new 
co-operative are in the hands of a 
board of directors elected by eight In- 
diana rural electric membership corpora- 
tions. Their service areas include many 
areas served by the Detchon properties. 
According to REA, inadequate telephone 
service, and lack of any service on many 
farms, and the opportunity to purchase 
the nucleus of a modern telephone sys 
tem to provide expanded and improved 
service throughout their areas, were the 
principal factors in the decision of the 
electric membership corporations to form 
the new co-operative. 

The Hoosier co-operative proposes to 
sell nonvoting equity certificates to the 
electric membership corporations and to 
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subscribers in the new system to raise the 
$286,000 total cash equity required. It is 
anticipated that the electric co-operatives 
will purchase $87,600 of these equity cer- 
tificates in order to supply funds required 
to support a bid for the properties to be 
acquired. It is expected that Hoosier will 
dispose of the properties at a later date to 
smaller local telephone organizations 
which can give assurance of rendering 
reliable, adequate, low-cost telephone 
service in the areas involved. 

Of the 33 central offices serving the im- 
proved and expanded system, 25 will be 
converted to dial, while six will remain 
on common battery operation. All but four 
of the 33 central offices comprising the 
new systems will be located in rural areas. 
These four are located in the towns of 
Attica, Covington, and Veedersburg, In- 
diana, and Milford, Illinois. 


al 


Bell System Atds Convention 
Coverage 


i ie television networks are bending 
every effort to give complete cover- 
age of the national political conventions, 
but without the services of the Long Lines 
Department of the American Telephone 
and Telegraph Company there could be 
no coast-to-coast network, 

The Long Lines Department operates 
the coaxial cables and radio relay stations 
that transmit the doings of the politicians 
at Chicago, the keynote speeches, and the 
state-by-state ballots into a net of 107 
stations across the country. At the open- 
ing of the Democratic convention only 
one city which has television was not 
linked by either cable or microwave relay. 

Pickups from the convention floor at 
the International Amphitheater, where 
both parties are nominating their national 
candidates this year, are transmitted not 
only to local TV stations but to a station 
on top of the headquarters of the Illinois 
Bell Telephone Company. From there the 
signals are sent to a listening audience, 
estimated at 60,000,000 persons, through 
a series of cables and microwave booster 
stations. 

This year AT&T added 10 stations to 
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the network in time for convention tele- 
casting. These are in Miami, New Or- 
leans, Fort Worth, Dallas, Houston, San 
Antonio, Tulsa, Oklahoma City, and 
Seattle. Most of the cities were added to 
the company’s chain on a permanent 
basis, and the company paid for the con- 
struction. In the case of Seattle and 
Phoenix, the company put up temporary 
towers. The networks will be charged. 

Split second timing is necessary in the 
Long Lines control room to keep up with 
the network’s programming. A half-hour 
of convention programs, for example, 
may go to a certain number of stations 
and in the next half-hour an entirely dif- 
ferent group may be customers. It is the 
job of the technician to cut out the sta- 
tions leaving the network and switch in 
those receiving it smoothly. AT&T tech- 
nicians continually monitor the program 
so that, if power fades, they will be ready 
to jack it up sufficiently to keep the qual- 
ity of the picture. 


N addition to provisions for nation- 


wide television coverage, the Bell sys- 
tem has set up many other communica- 
tion facilities. To provide the nation’s 
newspapers with communications to re- 
port convention activities to their read- 
ers, more than 100 additional teletype- 
writers have been installed at Chi- 
cago. Since the International Amphi- 
theater and the convention headquarters 
in the Conrad Hilton hotel are the prin- 
cipal news sources, duplicate installations 
have been made at these two locations. 
Over 670,000 miles of teletypewriter cir- 
cuits, serving some 7,500 press locations, 
are bringing the news to newspapers and 
radio stations throughout the country. 
Illinois Bell is using everything from 
“walkie-talkies” to pretty girls at its Con- 
vention building telephone center to see 
that telephone calls and messages are de- 
livered. It is the first such message cen- 
ter in the history of political conventions. 
Messages are received and dispatched, 
and if a person cannot be located his name 
is flashed on a movie screen by a special 
teletypewriter arrangement. In serious 
emergencies, “walkie-talkies” supplement 
regular efforts to reach a person. 
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Standard Gas & Electric 
Liquidation Plan 


HE directors of Standard Gas & 

Electric Company recently ap- 
proved a plan for complete liquidation 
of the company and distribution of its 
securities to all classes of stock. The plan 
is still subject to satisfactory tax rulings 
and approval by the Securities and Ex- 
change Commission and the Federal 
court. 

It was indicated, however, that tenta- 
tive approval of the principal steps 
in the plan had been obtained from the 
SEC Utilities Division. Complete de- 
tails are not yet available, as copies of the 
completed plan have not yet been re- 
leased. 

The present liquidation plan is the 
result of numerous recent meetings 
among representatives of security groups 
and reflects a general compromise. The 
company intends to use its best efforts 
to consummate Step I of the plan (mak- 
ing allocations to the prior preference 
stocks) by November Ist this year, and 
the plan provides that after that date 
these stocks will receive the full benefit 
of dividend income from the “security 
packages” assigned them, in excess of 
the regular dividend payments against 
arrears. 

It may be of interest to try to appraise 
the break-up values of the Standard Gas 
& Electric securities under the plan. This 
can perhaps best be done by assigning 
a range of values for the two stocks 
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Financial New: T 
and Comment 


By OWEN ELY 


which are wholly owned, and using re 
cent quotations for the other two. Fd: 
lowing are the tentative values used: 


Duquesne Light 
WOU F.S.. sc cccccces 
Oklahoma G.&E. ....... 


Pittsburgh Railways 73 (Curb) 


The upper range of values for Di 
quesne and Wisconsin makes allowance 
for seasoning and some future improve 
ment in earnings and dividends. Hov- 
ever, Duquesne’s normal future earning 
power cannot be very accurately esti- 
mated until the current rate case, in the 
Pennslylvania courts, is decided. Based 
on the values given above, the values oi 
the packages work out about as shown 
in table on page 107. 
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FINANCIAL NEWS AND COMMENT 


New Income Statement for the 


Gas Industry 


if American Gas Association has 
initiated quarterly income state- 
ments for the entire gas distribution and 
ipeline industry, commencing with the 
twelve months ended March 31, 1952. 
The statement shows a gain in revenues 
of 18.8 per cent over the previous period, 
while net income was slightly lower 
($330,000,000 versus $340,000,000 a 
year earlier and $326,000,000 two years 
ago), 

The financial statistics compiled by 
the AGA refer to the operations of all 
gas utilities and pipeline companies. 
They are developed from reports of 150 
companies, which represent 75 to 80 per 
cent of the combined revenues from sales 
to consumers and sales for resale. 

The Federal Power Commission issues 
composite monthly income statements 
only for that part of the industry sub- 
ject to the commission’s jurisdiction, 
under the Natural Gas Act. No adjust- 
ments are made in the comparative years’ 
data for changes in jurisdictional status, 
so that the respective statistics of the 
FPC may not always refer to the same 
group of companies. 

The association’s statements will re- 
port trends for 12-month periods ending 
with each quarter. Because of variations 
in climatic conditions, heating loads, and 
other factors, the analytical value of a 
three months’ income statement would be 
limited, it is stated. The AGA quarterly 
reports will, however, continue to present 
detailed quarterly data for output and 
revenues. 


A basic difference between the AGA 


and FPC reports concerns the handling 


§ Standard G.&E. $7 Prior Pref. ............. 
8. £, 
$4 Preferred 

Common 


of “below the line” items for combi- 
nation gas and electric companies. 
The FPC includes in its monthly tabula- 
tions only those combination utilities 
deriving at least 50 per cent of their in- 
come from natural gas. For these com- 
panies all income deductions are attrib- 
uted to gas operations. To avoid this, 
AGA has separated all deductions for 
combination companies based on the rela- 
tive amount of gas plant and other utility 
plant, since this appears to be the most 
equitable method of segregating these 
accounts. This arbitrary method would 
be unwarranted for single companies but 
is considered satisfactory when applied 
to the entire industry. 

The composite income statement as 
prepared by the AGA is shown in the 
accompanying table (page 110). The 
FPC figures covering the same period 
show revenues of only about $1,692,000,- 
000, a gain of 19.6 per cent over last year, 
and net income of $202,000,000, a gain 
of 5.6 per cent over the previous period. 
The AGA statement probably includes 
a much larger proportion of retailing 
companies than the FPC and since these 
companies have been handicapped by 
higher gas costs they probably made a 
worse showing than the pipelines and 
integrated systems with respect to net 
income, 


¥ 


Can Electricity Be Produced 
Without Boilers and Generators? 


‘T SHE recent joint report of a team 
of scientists and engineers from 


Monsanto Chemical Company and Union 
Electric Company of Missouri is per- 
haps the most encouraging thus far 


€ 


Price 
7/1/52 
195 
174 


94 
133 


Est. Break-up 
Value 
$202 -233 
183 -210 
100 -120 

144- 163* 


*The common stock would also obtain the benefits of:tax claims which counsel for the 


company considers “of potential but indeterminate value.” 
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reached with respect to potential pro- 
duction of electricity as a by-product of 
atomic fission. Combined production of 
electric power and plutonium from an 
atomic reactor is said to be technically 
and economically feasible, and the sci- 
entists recommended that the Atomic 
Energy Commission build a pilot plant. 
The commission has not yet made any 
definite statement but is said to be favor- 
ably inclined. Measured in terms of large 
producing units, production of electric 
power from atomic reactors is now said 
to be only four or five years away. Thus, 
the time lag has been reduced some- 
what, but actual progress still seems to 
remain in the future. 


ae. from a financial angle it 
remains very doubtful whether 
electric power thus produced could be 
sold at a price to cover production costs. 
It would doubtless be necessary to sell the 
plutonium to the government at a good 
price (for use in the defense program) 
in order to pay for the production cost 
of the uranium and to sell the electricity 
at a commercially feasible price. Edwin 
J. Putzel, Jr., secretary of Monsanto 
Chemical, stated that there is no present 
possibility of constructing a reactor to 
produce power only. “Perhaps a decade 
or more of intensive research and devel- 
opment lies ahead,” he said, “before a 


reactor making only electricity will be. 
come a reality.” The team of scientists 
concluded that a moderated adaptation 
of the Hanford (Washington) reactor 
could be used—it will be recalled that 
this is the plant which raised the temper- 
ature of the Columbia river several de- 
grees, in disposing of waste products, 
Admittedly, however, the Hanford plant 
is only at the stage of the Model-T Ford 
so far as electric power is concerned, 


ITH the ball being tossed back and 
forth between the private com- 
panies and the AEC, and the commission 
preoccupied with the defense program, 
it may be that greater progress can be 
made elsewhere. At present, the commis- 
sion still seems more interested in get- 
ting electricity from private plants, than 
in producing it to sell to them. It will 
need 1,800,000-kilowatt capacity (and 
eventually 4,000,000 perhaps) for its $5 
billion expansion program, and is re- 
ported still shopping around for the best 
place to locate the new power project. 
Thus far the Ohio river valley, where 
American Gas & Electric and a number 
of other utilities propose to build the new 
plant, seems to meet the commission’s 
requirements better than any other area 
thus far considered. 
A more promising line of power re- 
search is the effort to increase over-all 





Electric Utilities 


Preferred 


Gas Utilities 


Preferred 


Total Electric and Gas 


D—Decrease. 





*UTILITY NEW MONEY FINANCING (JUNE) 
(In Millions) 


*As compiled by the Irving Trust Company. 


1952 to % Increase 
Date Over 1951 


$ 700 41% 
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31 

47% 
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eficiency in producing electricity by was recently granted to permit direct 


eliminating intermediate steps and in- 
creasing over-all efficiency. A patent 


use of boilers, 


e 


LIST OF NEW YORK BROKERS’ UTILITY ANALYSES* 


Company Analyses 
American Power & Light 
American Natural Gas 
Carolina Power & Light , 
Central Hudson Gas & Electric 
Central Illinois Public Service 
Central & South West 
Columbia Gas System 
Commonwealth Edison 
Consolidated Gas of Baltimore 


eS PS ere 


Florida Power a aes 


0. 
Houston Light & Pr. Conv. Deb. 34s 
Illinois Power C 


0. 
Kansas Power & Light Co. ....... 


Middle South Utilities _ 
Minnesota Power & Light 


North American —_ Jibdonbeesanee 


‘0. 


Do. 


Do. 
Northern Indiana Public Service ... 


Northern States Power 
Pacific Gas & Electric 
Potomac Electric Power 
Puget Sound Power & Light 
Southern Indiana Gas & Electric .. 
Southern Natural Gas 
Standard Gas & Electric 
Do. 
Do. 


RE OIE. dencsccvsvscwns 


Bulletins and Tables 

Selective List of Stocks Legal 
for Investment by New York 
Savings Banks 

Tabulation of Electric & Gas 
Utility Stocks 

Bulletin on Current Developments 
in Utilitiest 

Electric Utility Stocks—Investing 
in Sheltered Dividends 

The Electric Utility Industry 

Monthly Review of Utility 
Developmentst 

The Electric Utility Industry 

Outlook for Electric Utilities 

The Power Companies 

Comparative Data, Electric Utility 
Companies (in Regional 
Groupings) 


Firm 
I BE GM. skins cctdcrvans 
Argus Research Corporation .... 
Josephthal & Co 
Paine, Webber, J 
Eastman, Dillon & Co. 
Argus Research Corporation .... 
Argus Research Corporation .... 
Argus Research Corporation .... 
Kerr & Co. 


. Argus Research Corporation .... 


Paine, Webber, Jackson & Curtis . 
Arthur Wiesenberger & Co. ...... 


»  B. & ae Seen. 


Argus Research Corporation .... 
Paine, Webber, Jackson & Curtis . 
Paine, Webber, Jackson & Curtis . 
Kerr & Co. 

Paine, Webber, Jackson & Curtis . 
Argus Research Corporation .... 
Merrill Lynch, Pierce, Fenner & 

Beane 

2 re 
. a a ee 


.Kerr & Co. 


Paine, Webber, Jackson & Curtis . 
Kerr & Co. 

Paine, Webber, Jackson & Curtis . 
SS oe rene 


.. Paine, Webber, Jackson & Curtis . 


Paine, Webber, Jackson & Curtis . 
8 Tre 
pe eee 
mame, Voorn & Co. ... 2.6.00 


.Argus Research Corporation .. 


Be OO. ccowdsianciusadacnun 
First Boston Corporation 
Eastman, Dillon & Co. .......... 


Thomson & McKinnon 
NE EE GE, ox oes daddasandess 


rere 
EO, farereccicsnense 
Calvin Bullock 

Jas. i. Clima & GM. .....0s000: 


Carl M. Loeb, Rhoades & Co. .... 


No. Pages 


wl el onmenanadeD ANANNNHKANFANSEONN! 


etc., 


generation of electric current without the 
generators, 


but 


Issued 
April 
April 
June 
May 
June 
April 
June 
June 
May 
May 
April 
June 
June 
May 
June 


. .*Similar lists have appeared in the FortnicHTLy for April 24th and January 31, 1952; and 
in 1951 in the November 22nd, August 2nd, April 26th, and January 4th issues. 
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TOTAL GAS INDUSTRY INCOME STATEMENT 
(Millions) 


12 Mos. 
Ended 

3/31/52 1951 

$3,047 


Operating Revenues 
1,828 
46 


Operating Expenses-Operation 

Maintenance 
Total 
Deprec., Depletion, ‘eo 

Federal Income & E 

All Other Taxes 
EE, Back Sk AGRE R TA busine ha aacaeeaaia 
Total Operating Revenue Deductions ............... 
Be I TO, os cee cncsessectscsccncnnen 


Other Income 
Gross Income 

Interest on Long-term Debt 
Total Income Deductions* 
Net Income 


*Includes miscellaneous items. 


whether the idea is commercially appli- 
cable is another question. Pittsburgh 
Consolidation Coal Company also has a 
new proposed process and is about ready 
to begin construction of an experimental 
unit. 

Theoretically, the new plant should 
be able to save the two-thirds of the 
energy now lost in the round-about 
method of producing electricity. 


Re new process, described in Busi- 
ness Week of June 28th (page 74), 
uses heated carbon in contact with steam 
to produce a gas which is fed into a fuel 
cell, where it produces electricity direct- 
ly. The method is somewhat similar to 


that in a storage battery. It is hoped 
that the new plant will utilize 80 per 
cent of fuel energy instead of only 35 
per cent. However, there are still many 
uncertainties ahead, since at present the 
idea is only in the laboratory stage. The 
electricity produced is low-voltage DC, 
which would be suitable for aluminum 
reduction and titanium production, but 
not for residential and other AC uses. 
Here again, about five years would be 
needed to really put the idea to work and 
discover whether it is commercially 
feasible. 

It might seem rather difficult if, after 
the utilities complete their present huge 
5-year plan of expansion they discover 





U. S. Long-term Bonds—Taxable 
Utility Bonds—Aaa 


—Baa 
Utility Preferred Stocks—_High. grade 
—Medium-grade .. 


Recent 


CURRENT YIELD YARDSTICKS 


1950 Range 
High Low 


2.42% . i’ 
2.69 
2.74 


1951-52 Range 
High Low 
2.75% 2.39% 
3.09 2.64 
3.18 


2.70 
3.32 2.82 
3.58 


3.21 
4.25 3.77 
4.71 


4.19 
6.14 5.32 


5.38 


WE emeey Comiots SUGGES occ cs ccccccsescsss 


Latest available Moody indices are used for utility bonds and preferred stocks ; Standard 
& Poor’s indices for government bonds and utility common stocks. 
*Revised recently to include holding companies. 
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shortly after that their boilers and gen- adequate to provide for such future 
erators, together with complex auxiliary obsolescence. True, Walker Cisler, pres- 
apparatus for handling fuel, cooling ident of Detroit Edison, recently esti- 
water, etc., are headed for obsolescence. mated that only about 17 per cent of plant 
Present depreciation reserves (as re- investment would be involved in atomic 
ported to stockholders and not to the energy change-over, according to pres- 
Treasury Department) should be made ent indications. 



















1,733 
f z 
= CURRENT UTILITY STATISTICS AND RATIOS 
2 = Per Cent Increase 
38) ; Latest Latest Latest Latest 
% Unit Cost Month 12Mos. Month 12 Mos. 
416 Operating Statistics (April) 
04 Output KWH—Total ............ Bill. KWH 31.5 380.7 8% 10% 
% Hydro-generated . a 10.0 _ 11 —_— 
326 Steam-generated .. ” 21.5 — 6 — 
CN oo cni cre cicvnceseescucces Mill. KW 76.7 -- — 8 
Peak Load (February) ........... ™ 64.5 _ 7 — 
Pe Ss NE bd acndoccccacwenes Mill. Tons 8.1 _- 2 —_ 
BE gaccccuecwcaaibces Mill. MCF 66.5 — 13 _— 
__ SR ares Mill. Bbls. 42 — D13 — 
hoped I se iciticcociemnmanine Mill. Tons 38.5 — 19 _ 
O per Customers, Sales, Revenues, and Plant (A pril) 
ly 35 KWH Sales—Residential ......... Bill. KWH 5.3 59 12% 13% 
many Commercial ........ “ 3.8 45 8 10 
it the Industrial .......... 3 11.6 137 5 0) 
Th Total, Incl. Misc. ... " 27.0 321 5 
e Customers—Residential ........... Mill. 30.3 — 4 — 
DC, eee a 4.3 — 2 — 
inum eS eee " a — 3 _ 
, but WE Saccimiansisees = 37.4 — 4 — 
uses. Income Account—Summary (April) 
d be Revenues—Residential ............ Mill. $ $149 $1,700 10 11 
-and Commercial ..........- a 104 1,235 7 8 
‘alle eae = 128 1,518 7 9 
-— Total, Inc. Misc. Sales .. " 416 4,903 7 9 
Sales to Other Utilities . ” 32 401 — B 
ifter Misc. Income .......... ws 20 220 5 7 
luge Expenditures 
over Tl sniinecebiowiaberiianmendcoue * 67 875 5 Il 
= DY ctiiaicecncceeanackech eee ‘a 87 1,028 8 8 
PE MIE is nceceaceeaensoes = 69 800 4 1 
MEE vcccesecevssneccases o 42 484 9 8 
WEE dedaseecscseucisedgtasewenn ss 101 1,177 7 15 
ee a i 26 289 12 9 
ee a 1 21 D54 1 
DE I on init cncatsin e ccaeaalaiee = 76 851 7 4 
Preferred Div. (Est.) .....e.eee- e 10 118 5 6 
Bal. for Common Stock (Est.) ... oe 66 733 8 5 
Common Dividends (Est.) ....... 22 50 543 13 9 
Balance to Surplus (Est.) ........ ‘i 16 190 45 23 
Electric Utility Plant (A pril) : 21,345 — 10 _ 
Reserve for Depreciation & Amort. = 4,335 — 8 
Net Electric Utility Plant ......... ‘i 17,010 _ 10 _— 
Life Insurance Investments (January Ist-Junel4th) 
SY EE cncckanovcsececatess — 317 — 1 
EEN acccdsctencthiscnenes v — 42 — 6 
: cer ss 359 _— 5 
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PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC & GAS 
UTILITY SECURITIES 
May 1, 1952, to June 30, 1952 
Price Under- 
To writin, 
Description Public Spre 
Mortgage Bonds & Debentures 
Union Electric of Mo. Ist 34s 1982 $101.93 
Southern Union Gas s. f. Deb. 3§ 1972 .. 100.00 
Wisconsin Elec. Pr. lst 34s 1982 101.74 
Texas Elec, Serv. Ist 34s 1982 101.93 
Texas Elec. Serv. s. f. Deb. 38s 1977 ... 101.96 
Alabama Gas Ist 34s 1971 101.39 
Worcester Co. Elec. Ist 34s 1982 102.13 
Cent. Vt. P. S. Ist 3%s 1982 102.00 
Iowa Pr. & Lt. Ist 33s 1982 101.93 
National Fuel Gas s. f. Deb. 34s 1977 .. 100.86 
Kansas G. & E. Ist 3%s 1982 101.42 
Northern Sts. Pr. Ist 34s 1982 101.15 
Rochester G. & E. Ist 3#s 1982 101.42 
Public Serv. E. & G. Deb. 38s 1972 .... 100.80 
Houston Ltg. & Pr. Conv. Deb. 34s 1967 100.00 
Kentucky Utils. Ist 34s 1982 
American G. & E. s. f. Deb. 3%s 1977 .. 
Boston Edison Ist 34s 1982 
Cent. Louisiana Elec. Ist 33s 1982 
Gulf Pr. Ist 3%s 1982 
Public Serv. of Ind. Ist 3%s 1982 ...... 
New England Pr. Ist 33 1982 
Preferred Stocks 7 
Southern Union Gas 5% ($100) 
New Jersey Nat. Gas 6% ($20) (Unit 
of 1 sh. pfd., 2 com. & warrants) .... 
Dallas Pr. & Lt. $4.24 (no par) 
Tenn. Gas Trans. 5.25% ($100) 
Long Island Ltg. 5% ($100) 
Tampa Elec. 4.32% ($100) 
Oklahoma Nat. Gas 4.92% ($50) b 
Pub. Serv. of Indiana 4.32% ($25) .... 25.00 
Texas East. Trans. 4.75% Conv. ($100 100.00 
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5.0 
8.0 
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Common Stocks—Subscription Rights 
Southern Union Gas 

I EE, TE i icinceuosaawnnwens 
New England Elec. System 

Iowa Power & Light 

OO gO 3 fl ae 
Virginia Elec. & Power 

Consolidated Natural Gas 

Northern States Power 

Pacific Gas & Electric 

Public Service of New Mexico 
Southern Company 

Common Stocks—Other New Money Sales 


New York State E. &G. ..............- 
Tennessee Gas Trans. 

Tampa Electric 

yg eS Sore 
Kansas Gas & Electric .... nae 
American Gas & Electric . 

Empire District Electric 
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*Yield to maturity on bonds. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


Indi- 

ened —12 Mos. Share Earnings#— 
1951 6/25/52 Divi- Freq. Price- 
Rev. Price dend Approx. Current % In- Of Re- Earn. 
(Mill.) About Rate teld Period crease ports** Ratio 

Producers and Pipelines 

Commonwealth Gas .... 28 $ .25 $ .87d a 
Mississippi Riv. Fuel ... 36 2.20 3.37m ay 
4.63m ay 
bq 
qy 


: 10.7 
Southern Nat. Gas 55 2.50 

Southwest Nat. Gas .... 7 .20 56d 

Tenn. Gas Trans. ...... 26 . 1.73m 

Texas East. Trans. .... 20 1.76d 

Texas Gas Trans. ..... 17 1.61m 

Transcontinental Gas ... 22 1.45m 


ee 
|sss 

=| CEN EADS ON 

| aie 

Ss 
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Averages 


Integrated Companies 
American Natural Gas . 
Columbia Gas System .. 
Consol. Gas Utils. ..... 
Consol. Nat. Gas 
El Paso Nat. Gas 
Equitable Gas 
Interstate Nat. Gas 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas 
National Fuel Gas 
National Gas & Oil .... 
Northern Nat. Gas 
Oklahoma Nat. Gas ... 
Panhandle East. P. L. .. 
Peoples Gas Lt. & Coke . 
Southern Union Gas ... 
United Gas Corp. ..... 


Averages 

Retail Distributors 
Atlanta Gas Light 
Bridgeport Gas 
Central El. & Gas 
Consumers Gas 
Hartford Gas 
Houston Nat. Gas 
Indiana Gas & Water .. 
Jacksonville Gas 
Kings County Ltg. ..... 
Laclede Gas 
Minneapolis Gas 
Mobile Gas Service .... 
New Haven Gas Lt. ... 
North Shore Gas 
Pacific Lighting 
Portland Gas & Coke ... 
Providence G 
Rio Grande Valley Gas . 
Rockland Gas 
Seattle Gas 
So. Jersey Gas 
So. Atlantic Gas 
Springfield Gas Light .. 
United Gas Improv. .... 
Wash. Gas Light 


_ Averages 
Canadian 
International Util. ..... : . 40% may 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
Indi- 


—12 Mos. Share Earnings#— 
6/25/52 F 


req. Price- 


Price 7 Approx. Current % In- Of Re- Earn. 
About teld Period crease* ports** Ratio 


Communications Companies 
Bell System 
Am. Tel. & Tel. (Cons.) 154 . . ‘ D11% mcy 
72 Di 


S 

O Cinn. & Sub. Bell Tel. .. . , qc 
C Mountain Sts. T. & T... ' . , D23 ay 
C New England Tel. ..... J . : D35 ay 
S Pace Te. @ Te. ..... ‘ . D14 ay 
O So. New Eng. Tel. ..... 34 , , qc 


Averages 
Independents 
Central Telephone 
General Telephone 
Peninsular Tel. ........ 
Rochester Tel. ......... 
Transit Companies 
ee 4 ae 
O Dallas Ry. & Term. .... 
S Greyhound Corp. ....... 
O Los Angeles Transit ... 
S Nat. City Lines 
O Phila. Transit 
O Rochester Transit 
O Syracuse Transit ...... 
O United Transit 
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Averages 

Water Companies 

Holding Companies 
S Amer. Water Works ... 
O N. Y. Water Service ... 

Operating Companies 
O Bridgeport Hydraulic .. 
O Calif. Water Serv. ..... 
O Elizabethtown Water ... 
S Hackensack Water 
O Jamaica Water Supply . 
O New Haven Water .... 
O Ohio Water Service .... 
O Phila. & Sub. Water ... 
O Plainfield Union Wt. ... 
O San Jose Water 
O Scranton-Spring Brook . 
O Southern Cal. Water ... 
O West Va. Wt. Service .. 


Averages 5.7% 
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C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Deficit. *Increase in balance for common stock. #Earnings are calculated on 
present number of shares outstanding, except as otherwise indicated. PF—Pro forma. ju—July, 
1951. d—December, 1951. j—January, 1952. f—February. m—March. ap—April. my—May. 
NC—Not comparable. **The following symbols are used in this column to indicate the periods 
and frequency of earnings reports: a—Calendar year only. b—Twelve months only (reported 
monthly). bq—Twelve months only (reported quarterly). c—Cumulative months and twelve 
months. mc—Latest month and cumulative months. mcy—Latest month, cumulative months, 
and twelve months. q—Latest quarter only. qc—Quarters cumulatively. qy—Latest quarter 
plus last twelve months. my—Latest month and twelve months. x—Stock dividend also paid in 
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ELEGATES to the twentieth annual 
D convention of the Edison Electric 
Institute, held last month in Cleveland, 
heard a variety of speakers express deep 
concern over increased Federal activity in 
the electric industry. “In conducting the 
fight we have against the encroachment 
of the Federal government in a pro- 
prietary capacity in the manufacture and 
sale of electricity, we have been fighting 
for the freedom of all industry,” George 
M. Gadsby, retiring president of the in- 
stitute, told the delegates. 

Referring to by-product development 
of electricity at government projects, 
Gadsby went on to say, “In a few short 
years, we have seen the theory of inci- 
dental power transformed into the prac- 
tice of transcendental power.” He com- 
mented that recently the government 
power group had enlisted the aid of 
President Truman, who “perhaps with- 
out full consideration” has been put in 
the position of supporting the Depart- 
ment of Interior’s interpretation of the 
“so-called preference clause.” This in- 
terpretation holds, Gadsby said, that if 
“the big appropriations sought for dupli- 
cating transmission lines are not ap- 
proved, it would open the way for utility 
companies to make enormous monopolis- 
tic profits on the investment made by the 
Federal government for all the people.” 
He remarked : 


Mr. Truman should have known, 
and probably does know, that utility 
companies are allowed under all regu- 
latory laws to earn only a just and 
reasonable return upon their invest- 
ment in property-used and useful for 
rendering service to the public. If the 
government builds dams and power- 
houses and the utility companies have 
access to the power generated for dis- 
tribution to their customers they can 


What Others Think 
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make no profit whatsoever on the in- 
vestment made by the government. 
They can only earn their “just and rea- 
sonable return” upon the investment 
made entirely at the utility’s expense 
in transmission lines, substations, and 
other facilities for delivering the gov- 
ernment energy from the power plant 
to the customer. 


—— noting that the President’s 
concern “apparently goes only to 
that part of the public served by publicly 
owned systems and the co-operatives 
within this favored circle from which 80 
per cent of the people of the country 
served by the investor-owned utilities are 
excluded,” Gadsby declared that this is 
“just another example of the government 
exercising monopolistic power for the 
benefit of a privileged few.” 

The institute’s retiring chief executive 
commented that “the taxpayers will not 
support costly Federal power programs 
indefinitely when they understand that 
they can get as much or more from pri- 
vate enterprise which operates under full 
public regulatory procedures.” He em- 
phasized that “much work needs to be 
done more fully to advise the public about 
the waste factor involved in the construc- 
tion of some generating facilities and 
transmission lines by Federal agencies 
when our companies are spending enor- 
mous sums to expand their facilities to 
meet the requirements of people in their 
operating areas.” Gadsby expressed deep 
satisfaction in the fact that there has been 
no power shortage and asserted that if 
the electric industry is “permitted to op- 
erate in the atmosphere of our American 
way of doing things there will be no pow- 
er shortage.” 

Educators and businessmen alike “fear 
the long shadow of the Federal gov- 
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ernment, casting its inexorable influ- 
ence” throughout their operations, ac- 
cording to Deane W. Malott, president 
of Cornell University. Malott told the 
convention that “to stem the tide” of in- 
creased government paternalism is the 
“common problem” of both business and 
education. He stated: 


New threats of government seizure 
of industry have catalyzed the fright- 
ened interest of the business com- 
munity in recent weeks. New pro- 
grams of government support for 
higher education have been several 
times introduced into the Congress in 
recent years, in behalf of both endowed 
and public education. Slowly, almost 
imperceptibly, private, endowed edu- 
cation is being drugged by heady po- 
tions from the public trough. What 
chance has private enterprise, if the 
lights of endowed education are turned 
down in favor of the only other alterna- 
tive—education under Federal spon- 
sorship? 

The Cornell University president said 
that “the results will be neither sudden 
nor dramatic, but down the long years of 
the future, freedom of speech and thought 
and instruction will be inexorably bent to 
serve the purposes of the state. Control 
of the purse strings leads inevitably to 
control of thought and action; such are 
the immutable characteristics of human 
nature.” 


ALOTT called for more courageous 
M and aggressive leadership from 
American business in behalf of higher 
education in America. He remarked that 
“few corporations are giving anything 
like the 5 per cent of their earnings be- 
fore taxes as permitted by the Internal 
Revenue code,” adding that “the average 
today is approximately one per cent of 
these earnings annually.” He continued : 


In a day when political pressures are 
preserving the political gains of other 
elements in our economy—of farm sub- 
sidies in an era of unprecedented pros- 
perity, of gigantic labor unions levy- 
ing more and ever more demands, of 
Federal welfare programs now run- 
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ning in excess of $2 billion a year, the 
voice of business must be heard in be- 
half of sound finance and a sound 
economy ; the voice of education must 
be heard reiterating, again and again, 
the positive values of our way of life, 


Federal subsidy, or prompt and whole- 
hearted support from the American busi- 
ness corporation, Malott concluded, are 
the two alternatives facing educators, 


ig J. Macuotp, president of 
Niagara Mohawk Power Corpora- 
tion, disproved point by point advantages 
claimed by governmental power advo- 
cates for Federal development of the 
Niagara river and declared that backers 
of the Federal proposal “concede that a 
government power project at Niagara 
Falls would not be a by-product of any 
recognized government activity,” but “a 
single-purpose project—and that pur- 
pose, the generation and sale of electric 
power.” Machold told the convention: 


If the over-all hydroelectric develop- 
ment of the Niagara river can be justi- 
fied, then the extent of future public 
electric power expansion is limited 
only by the desires and ambitions of 
the public power advocates and the tax- 
paying capability of the citizens of the 
nation. 


Machold’s company operates the two 
American hydroelectric stations at 
Niagara, both of which were established 
by private enterprise. He explained that 
the current controversy followed the 
ratification in 1950 of a U. S.-Canadian 
treaty to permit the diversion of more 
water for power use, consistent with the 
preservation of the scenic spectacle of the 
falls. For over thirty years the Federal 
Power Commission has had on file a 
company plan which would accomplish 
the goals finally laid down in the treaty. 
Machold said that each of the three de- 
velopment bills now before Congress 
would authorize construction of the same 
over-all plan, which would cost about 
$350,000,000, and add electric generating 
capacity of 1,132,000 kilowatts. One bill 
calls for development by private enter- 
prise and capital, another by the state of 
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New York, and a final one by the Fed- 
eral government. 

The utility executive warned that pub- 
lic power encroachment would “prevent 
private enterprise from continuing to do 
in the future what it has already demon- 
strated it can do so well for the benefit of 
all.” He added that, though it is a proper 
function of the government to aid and 
stimulate private enterprise, “the stifling 
of private enterprise can only lead to a 
totalitarian form of government. We 
must resist such trends,” he concluded, 
“lest they destroy the only form of gov- 
ernment under which we can continue to 
be free.” 


BEL WOLMAN, professor of sanitary 
A engineering at Johns Hopkins Uni- 
versity, scored government officials for 
their haste in spending great amounts of 
money on water resources development 
despite the fact that “there is no policy to 
guide such spending in the most logical, 
most competent, and most economical 
manner.” The problem, according to 
Wolman, “is how such a tide of activity 
may be stemmed sufficiently long enough 
to take stock and to adjust policy and 
method so that expenditures of whatever 
amount, large or small, are made with as 
much technical and social wisdom as we 
may summon up.” 

Professor Wolman pointed to the Mis- 
souri basin as an illustration of the de- 
ficiencies of the present program. He 
said that “one of the most disconcerting 
features of Missouri basin project plan- 
ning stems from the fact that as natural 
catastrophes have occurred, major 
changes in program have been rapidly, if 
not hastily, projected.” He cited the 
Kansas river floods in 1951, and said that 
the program for controlling such a situa- 
tion in the Kansas river “was changed 
by December, 1951, to the extent of pro- 
posing 14 additional reservoirs at an ad- 
ditional expenditure of some $350,000,- 
000. How,” he asked, “are these facts 
to be reconciled with statements by 
prominent officials that, if the original 
project had been completed prior to July, 
1951, the damages would have been 
avoided ?” 


The inability of Federal officials to 
state what the ultimate cost of the upper 
Missouri river project will be, or to de- 
cide which of the many competitive 
methods proposed will actually be de- 
veloped for operating control, is not in- 
dicative, said Wolman, of the existence of 
a sound guide for action. If political 
leaders cannot be made aware of the 
problems plaguing the country, he con- 
cluded, at least the citizen should be let 
in on the issues. 


NE of the high lights of the conven- 
tion was the presentation of the 
Charles A. Coffin Award, established 
thirty years ago by the Charles A. Coffin 
Foundation, in the name of the first 
president of the General Electric Com- 
pany. Mr. Gadsby announced that Pa- 
cific Gas and Electric Company had been 
named recipient of the award, the most 
highly regarded honor of the electrical 
industry. He said PG&E was selected 
on the basis of its ability to meet sky- 
rocketing demands for electric power 
and the imminent threat of uneconomic 
competition from a Federal power 
agency. 

Reading from the citation accompany- 
ing the award, Gadsby said that “during 
the decade prior to 1951, the U. S. Bu- 
reau of Reclamation, while engaged in 
constructing and beginning the operation 
of the multimillion-dollar Central Valley 
project essentially intended by Congress 
for irrigation and flood control, exerted 
every resource at its disposal in a pro- 
longed attempt to establish a $100,000,- 
000 government power transmission sys- 
tem in the service area of the electric 
company. 

“With candor, patience, courtesy, per- 
sistence, and persuasive skill the company 
proved to Congress and to the people 
that such a tax-free duplicating govern- 
ment transmission system was unde- 
sirable and wholly unnecessary in the 
public interest.” 

Pacific Gas and Electric Company was 
chosen after a special nominating panel, 
representing every section of the na- 
tion, had carefully screened the achieve- 
ments of electric companies in 1951. 
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American Economic Trends and 
Socialism 


I* a recent editorial, Life magazine 
noted the passing of the Socialist 
party as an independent political force. 
It found that while the Socialist party 
contributed color and variety to the 
American political scene, it could not 
thrive in our land, because it had nothing 
to offer the American public. In other 
words, the traditional advantages claimed 
for Socialism—higher living standards, 
higher production, more mass distribu- 
tion of goods—were being better accom- 
plished under our “old-fashioned” system 
of democratic Capitalism—than they 
could be under any form of state opera- 
tion. 

This is all right as far as it goes. But 
there are a good many people in the pub- 
lic utility business who may be wonder- 
ing whether any such general commen- 
tary on the passing of the Socialist party 
in the United States could be called over- 
simplification, if not outright exaggera- 
tion. 

The end of the Socialists as an in- 
dependent political party may be a fact— 
but even this could be the result of a 
professional political doctrine suffering 
from too much competition from ama- 
teur and other unavowed Socialists who 
call their adventures into mass welfare, 
redistribution of income, and government 
in business, by almost any other name 
except Socialism. President Truman set 
the pace, in this respect, in his recent 
charge that the private electric utilities 
are using a “scare word,” when they 
refer to the government in the power 
business as being a form of Socialism. 


4b - who once held securities in the 
electric utility business in Tennes- 
see, Nebraska, or sections of our western 
states, particularly in the Northwest, and 
those who take a long view of the rise 
of government-produced electric power 
from a modest 5 per cent to 20 per cent 
of total of power produced for public 
sale, may well wonder what all this is 
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—if it is not a selective or at least an 
incipient form of Socialism. But the pres. 
ent political practice seems to be a gen- 
tlemen’s agreement to avoid the use of 
the term, as if it were a naughty word. 
All this is by way of a brief background 
for a review of two very different types 
of recent publications touching on the 
subject of Socialism and redistribution of 
income. 

First of these is Shirtsleeve Econom- 
ics by Dr. William A. Patton, profes- 
sor of economics of the University of 
Michigan. This book should fill a long- 
felt need for a rare combination of plain- 
spoken yet authoritative analysis of the 
present drift of government into the 
realm of welfare and armament. 

Dr. Patton’s book raises the question 
of whether we are returning to the dark 
ages by putting government in complete 
charge of our economic progress. He be- 
lieves that today’s high taxes and reck- 
less inflation are the direct result of the 
average American’s ignorance of the eco- 
nomic “facts of life.” 


NLY one of the seventeen chapters 

deals with public utility regulation. 
Even that may prove somewhat elemen- 
tary to those who are already quite fa- 
miliar with the background and present- 
day trends in public utility regulation. 
But the over-all feature of Patton’s book 
is its vigor and clarity. Especially at- 
tractive are his gems of quotation and 
satire, which should make it a welcome 
addition for anyone concerned with, 
what General Eisenhower has so often 
called, “creeping Socialism.” 

Dr, Patton starts off with the chapter 
“Why We Don’t Think Straight.” He 
quotes Professor Bruce W. Knight to the 
effect that “The greatest public issue be- 
fore Americans today is pseudo-liberal- 
ism, false liberalism, phony liberalism, 
the pretended pursuit of liberal ends by 
means which lead in the opposite direc- 
tion. If one honestly believes in Social- 
ism, let him say so and call it that, and 
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“BUT THE POLICEMEN WERE SO NICE. THEY EVEN ASKED ME IF THEY 
SHOULD REMOVE ALL OF THE TELEPHONE AND ELECTRIC POLES!” 


explain why. But don’t call it liberalism.” 

The reader is invited to use his imagi- 
nation as to what would have happened 
if the late President Roosevelt had given 
what Dr. Patton calls the “missing fire- 
side chat”—honestly telling the people, 
after Pearl Harbor, just what they were 
up against, and what it was going to cost 
them, and who was going to have to pay 
for it, He compares the “thinning line” 
of economists who swim against the tide 
and speak honestly, with the “remnant” 
of Isaiah. Too many of the others have 
jumped on the political band wagons, and 
gravy trains, giving testimony in favor of 
the give-away programs. 

Dr. Patton’s chapters review the ortho- 
dox factors of economics in a common 
sense sort of way—production and the 
division of capital and all that. In pass- 
ing, he recommends a return to the gold 
standard (page 169). 

Here are two samples of apt Patton 
quotes: (1) The London Economist 
(page 69) : “The human donkey requires 
either a carrot in front or a stick be- 
hind to goad it into activity... . The 
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whole drift of British society for two 
generations past has been to whittle away 
both at the carrot and at the stick until 
now very little of either is left. It is the 
passion for equality .. .” (2) Professor 
Milton Friedman said, concerning rent 
controls (page 205): “The only justifi- 
cation for rent control is either to tax 
landlords or to subsidize tenants. If we 
want to do that, there is nothing to pre- 
vent our doing it directly. Why must we 
do it in such a way as to create a hous- 
ing shortage ?” 


D: Patton does not think that the 
government has done very well at 
its own job, and that the principle of spe- 
cialization should apply to government 
as well as it does to ordinary business. 
“Government originates as a specialized 
tool, not an all-purpose apparatus; and 
the best results are always obtained by 
taking full advantage of opportunities for 
specialization.” 

On the subject of the unfairness of 
return to investors, Dr. Patton selects 
the dividend record of the American 
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Telephone and Telegraph Company, 
with over a million stockholders (page 
257). 

During the past ten years, the pur- 
chasing power of the investor’s estate 
has shrunk by roughly half. Dr. Patton 
says, “If an owner of one share of AT&T 
stock were to be as well off in 1950 as 
before the war—without considering the 
adverse effect of higher taxes—the stock 
would have to have a market value of 
$340 per share in 1950 and be paying 
dividends of around $18 per share.” 


D: PaTTON has an amusing candidate 
of his own for government owner- 
ship and operation, if the government 
must go into business. It is the undertak- 
ing business (page 284) : 


If it is desired to have further ex- 
perimenting in government operation 
of business undertakings, I have a 
candidate to suggest. Instead of setting 
up additional TVA’s and other gov- 
ernment utility enterprises let’s give 
government a crack at the undertaking 
and cemetery business. Here’s a field 
—burying people—that might con- 
ceivably be handled more economically 
by government monopoly than by pri- 
vate concerns. Of course this would 
probably introduce a considerable de- 
gree of standardization and drabness, 
but curbing the desire of relatives to 
squander money on lavish funerals for 
the deceased would hardly be an in- 
tolerable interference with personal 
liberty. And since deceased people 
have no vote the danger that the enter- 
prise would become primarily a vote- 
coddling device would be lessened. By 
undertaking undertaking, moreover, 
government would be adding a nice 
touch in the direction of implementing 
the “security- from -cradle-to- grave” 
slogan. 


The other recent publication in this 
general field which may be of interest to 
those in utility business, or concerned 
with the utility business, is The Ethics 
of Redistribution by Bertrand de Jouve- 
nel, 


Somewhat classical in tone and style, 
Baron de Jouvenel’s little volume of less 
than 100 pages, makes the reader think, 
because it attacks the problem of So- 
cialism from a much neglected approach 
—the approach of ethics and equity. 

It was de Jouvenel who said, “‘A soci- 
ety of sheep must in time beget a goy- 
ernment of wolves.” The little book, 
published by the Cambridge University 
Press, was originally given as one of the 
Boutwood lectures at Corpus Christi 
College—in the autumn of 1949, Baron 
de Jouvenel does not presume to cover 
all of the arguments in the great debate 
on income redistribution. What he tries 
to do in this small work is to stress values 
“commonly disregarded in this debate.” 

The reader is struck first of all by his 
distinction between agrarianism and re- 
distribution of income. “Agrarianism 
does not advocate the equalization of the 
produce, but of natural resources out of 
which the several units will autonomously 
provide themselves with the produce. 
This is justice, in the sense that inequality 
of rewards between units equally pro- 
vided with natural resources will reflect 
inequality of toil. . . . Thus the agrarian 
principle is fair reward and not equality 
of incomes.” 


oe; author finds the celebrated goal 
of Socialism—the withering away 
of the state, when social reforms have 
been accomplished—to be a snare anda 
delusion. “It is, however, only too evi- 
dent,” says the Baron, “that police powers 
are at their greatest where the destruc- 
tion of private property has been most 
completely achieved: a plain fact which 
refutes socialist belief.” 

Furthermore, he finds that the destruc- 
tion of private property—contrary to 
socialist doctrine—has not done away 
with antagonisms, nor given rise to a 
spirit of solidarity permitting men to 
dispense with police powers, On the con- 
trary, the warlike intentions of foreign 
powers seems to be a basic postulate of 
the collectivist state and may be even 
attributed by one collectivist state to an- 
other. Furthermore, the author reminds 
us, if the process of socialization has not 
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been completed, the collective state an- 
tagonism is directed toward the alleged 
aggressive disposition of the capital 
classes, backed by foreign capital. 

One of the most striking points made 
by de Jouvenel is his analysis of the inner 
contradictions of Socialism. Socialism 
will work, and has worked for many 
years, under conditions of idealistic but 
not worldly, brotherly love. He refers to 
monastic communities, where “materials 
goods are shared without question be- 
cause they are spurned.” The members 
of the monastic community are not 
anxious to increase their individual well 
being at the expense of one another, but 
then they are not anxious to increase it 
at all. Their appetities are not addressed 
to scarce material commodities and thus 
are not competitive. They are addressed 
to God and are thus likely to be self- 
denying. Socialism seeks to graft onto 
this idealistic setup a foreign concept of 
progressive modern society with its ven- 
eration of mass-produced commodities, 
the encouragement of fleshly appetites, 
and a pride in technical conquests. 

Specifically de Jouvenel addresses him- 
self to the following problems (stated on 
the jacket of the booklet) : 


Is the redistribution of income— 
taking from the richer to benefit the 
poorer—a good and desirable thing? 

What effects can a welfare state have 
upon its people? 

Is state patronage of culture threat- 
ening ? 

What would each person’s income be 
if all incomes were made equal? 

Is taxation as hard on the commer- 
cial company as it is on the family? 


ARON de Jouvenel believes that the 
state has some degree of Christian 
duty to aid the unfortunate and handi- 
capped. But he raises serious and thought- 
provoking questions, partly on economic, 


but mostly on moral and ethical grounds, 
about the prevailing socialist view of the 
state as the sole or predominant agency 
for social improvement, education, cul- 
ture, and economic justice. 

De Jouvenel also gives good reasons 
for his forthright opinion that govern- 
ment is inevitably inefficient and bum- 
bling and, over the long range, despotic. 
It prohibits the free exchange of ideas 
and the willingness to accept risk, upon 
which all our past culture and progress 
has been based. He shows how the re- 
distribution of income, sooner or later, 
results in powerful and repressive gov- 
erment monopoly. Furthermore, he finds 
that, as a practical matter, redistribution 
of income is impossible. 


Bey England for an example, low- 
est incomes cannot be raised to any 
suitable minimum without destroying 
higher incomes and jeopardizing the liv- 
ing standards of the middle class. The in- 
dividual’s control over his own affairs and 
those of his children tends to disappear, 
as the state takes over functions of busi- 
ness, culture and education, through 
regulation and subsidy. 

Finally, the Baron states his conclu- 
sion that the welfare state is not com- 
patible with “good society” in the ethical 
sense. 

He raises the serious question of 
whether the welfare state marks the 
wrong turn taken by the Western World 
which is likely to destroy our freedoms, 
ideals, and cultural values—in short, the 
direct reverse of everything liberalism 
stands for in the nineteenth century sense 
of the word. ve: { 

—F.X.W. 


SHIRTSLEEVE Economics. By William A. Pat- 
ton. Appleton-Century-Crafts, Inc. New 
York, New York. Price $4. 460 pages. 

Tue Eruics or REDISTRIBUTION. By Bertrand 
de Jouvenel. Cambridge University Press. 
Price $1.75. 91 pages. 
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The March of 
Events 


In General 


FPC Refuses Rate Rise 


ye. Federal Power Commission re- 
cently rejected a request of the 
Texas Gas Transmission Corporation 
for an $11,000,000-a-year rate increase. 
The new rate schedules, filed by the com- 
pany on May 29th, would have gone into 
effect on July 1st if the commission had 
not suspended or rejected them. 

Texas Gas serves thirty-four utility 
companies supplying gas to 130 com- 
munities in Louisiana, Mississippi, 
Arkansas, Tennessee, Kentucky, Ohio, 
Indiana, and Illinois. 

The proposed new rate schedules were 
rejected and returned by letter, an FPC 
attorney explained. No formal commis- 
sion order was entered. The rejection 
was based largely, he said, on the fact 
that Texas Gas based its request on pro- 
posed higher rates it would have to pay 
for gas. These other rates also have not 
become effective. 


The commission also has rejected the 
rate proposal of one of Texas Gas’ sup- 
pliers, the United Gas Pipeline Company, 
it was said. The commission said the 
filing did not comply fully with its rules 
and regulations. 


Expansion OK’d 


Ae Federal Power Commission has 
authorized Northern Natural Gas 
Company of Omaha to expand the ca- 
pacity of its natural gas pipeline system 
at a cost of $38,600,000 if it meets cer- 
tain conditions. 

The expansion would give the com- 
pany a pipeline capacity of 825,000,000 
cubic feet of natural gas daily north of 
Kansas, instead of 600,000,000 cubic feet 
daily. 

The additional gas would be supplied 
Northern’s current utility customers for 
resale in communities now being served 
in Oklahoma, Kansas, Nebraska, Iowa, 
Minnesota, and South Dakota. 


District of Columbia 


Commission Chairman 
Confirmed 


HE Senate District of Columbia 

Committee last month unanimously 
approved the nomination of James H. 
Flanagan for reappointment to the public 
utilities commission. The vote came after 
the committee completed the second of 
two hearings, into his qualifications. Not 
a single witness testified against the 
nomination, although one criticized serv- 
ices of the Capital Transit Company. 
The Senate subsequently voted to con- 
firm the appointment. 
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Senators Neely (Democrat, West Vir- 
ginia) and Case (Republican, South 
Dakota) said they voted to recommend 
Senate confirmation of Flanagan because 
they felt they could not hold him respon- 
sible under the law for Capital Trans- 
it’s financial manipulations. 

Senator Case said that a careful study 
led him to believe the transit firm had 
used a $3,300,000 tax refund granted for 
the war years to pay the recent dividend. 

Challenges of Flanagan’s decisions on 
issues involving the transit company col- 
lapsed after he gave the committee a re- 
port outlining reasons. 





THE MARCH OF EVENTS 
Illinois 


Rate Reduction Blocked 


HE Rock Island County Circuit 
Court has issued a temporary in- 
junction restraining the Illinois Com- 
merce Commission from enforcing its 
order of April 10th reducing the rates 
of the Iowa-IIlinois Gas & Electric Com- 
pany by $520,000 a year beginning June 
1, 1952. 
This commission decision, which was 
reported in Pustic UTILities Fort- 


NIGHTLY issue of June 19th (93 PUR 
NS 65), was enjoined on May 29th 
under bond pending further revision and 
final decree by order of the Rock Island 
County Circuit Court. 

Meanwhile, the Iowa-Illinois Gas & 
Electric Company will continue to collect 
rates from its Illinois customers in effect 
previous to the order of the Illinois Com- 
merce Commission, which has been 
temporarily restrained. 


Louisiana 


House Agrees to Salary Increase 


BILL to raise the salaries of the three 
members of the state public service 
commission from $6,000 to $8,500 a year 
was passed recently by the state house of 
representatives and sent to the state sen- 
ate. 

Representative James Beeson, who 
sponsored the bill, declared that “the 
work of the commission has grown tre- 
mendously in recent years and what was 
formerly a part-time job has developed 
into not only a full-time job, but a very 


difficult and a highly responsible one.” 


Antistrike Bills Withdrawn 


ye which would have outlawed 
strikes by employees of state-regu- 
lated public utilities and by employees of 
hospitals were withdrawn from the state 
senate last month. 

Subsequently, the state senate killed a 
bill that would have made it illegal for em- 
ployees of state or local governments to 
strike. All three of the bills were spon- 
sored by Senator Eloi Girard. 


cd 
Maryland 


Electric Rate Increase Denied 


Eyre for the first time, an ap- 
plication for temporary rates, the 
state public service commission last 
month denied the application of the Con- 
solidated Gas, Electric Light & Power 
Company of Baltimore for immediate 
authority to increase its electric rates by 
10.4 per cent. 

No emergency exists to justify a 


temporary rate increase, the commission 
said. It did not rule on the issue of a 
segregated rate base raised by interven- 
ers in both the temporary rate case and 
in the permanent rate case in which the 
company is asking for the same amount 
of increase it was denied on a temporary 
basis. 

The company came in for temporary 
rates when it decided to make a valuation 
study of its properties, 


Massachusetts 


the state department of public utilities to 


Governor Signs Bill 


peng Dever last month signed 
into state law a bill empowering 
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subpoena witnesses and _ providing 
penalties for failure of witnesses to com- 
ply. 
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New York 


Commission Adds More Gas 
Testers 


> state public service commission 
recently increased by 50 per cent the 
number of its gas meter testers in re- 
sponse to complaints from consumers 
that natural gas has resulted in excessive 
charging by the utility companies, which 
have been warned that they must co- 
operate or face penalties. 

“T want to assure gas consumers that 
every effort is being made to protect gas 


users from overcharges and the utilities 
generally are co-operating in solving this 
problem,” Benjamin F. Feinberg, com- 
mission chairman, said. “If, as the test- 
ing and replacement work progresses a 
utility does not show a proper attitude, 
appropriate measures will be taken.” 

The small number of gas testers em- 
ployed by the commission was out of all 
proportion to the importance of the work 
they are engaged upon at present, it was 
asserted. 


= 
Ohio 


Gas Rate Boost Asked 


a e- Ohio Fuel Gas Company has 
petitioned the Columbus city council 
for a rate boost of approximately 30 per 
cent and has asked that the question be 
placed on the ballot there next Novem- 
ber. 

According to the city charter, a utility 
rate cannot be increased without approval 
of the voters. In event of rejection, the 
company can appeal to the state public 
utilities commission. 


Henry Koontz, council president, 
voiced an immediate objection, saying 
“We have not had the opportunity to 
make a comprehensive study of the gas 
company proposal. However, from the 
figures they have presented, their de- 
mands appear to be excessive and ex- 
orbitant.” 

A spokesman for Ohio Fuel Gas said 
the firm would seek comparable rate in- 
creases in the 360 other communities it 
serves. Industrial users have separate 
contracts and would not be affected. 


Wisconsin 


Court to Rehear Dam Case 


Sy state supreme court will conduct 
a rehearing in September on con- 
stitutionality of a 1947 law giving county 
boards authority to decide if power dams 
could be built across rivers in their areas. 

The court said recently it had granted 
the request of counsel for the Dairyland 
Power Co-operative and the Wisconsin 
Electric Co-operative for a rehearing on 
a recent high court decision holding the 
law unconstitutional. The court said the 
exact date for reargument would be fixed 
the week of September 15th. 

In holding in May that the law was in- 
valid, the court ruled that damming of 
streams was a matter of statewide con- 
cern and the legislature could not dele- 
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gate this authority to a local govern- 
mental unit. 

The case involved a proposed Name- 
kagon dam in Sawyer county. Construc- 
tion was opposed by conservation groups 
and by the state itself. 

The opponents were victorious in the 
supreme court when it sent the issue back 
to the state public service commission for 
a decision on the application for a dam 
permit. It also ordered the commission 
to consider the recreational value of the 
area in relation with economic value. 

The Federal Power Commission now 
is holding hearings on issuance of a Fed- 
eral permit for the Namekagon dam. 

In its notice of a rehearing the court 
said it desired further briefs from both 
proponents and opponents of the dam. 
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Progress of Regulation 


Franchise Taxes and Other Municipal Impositions 
To Be Billed Separately and Recovered Locally 


: ee Utah commission approved tariff 
provisions, filed by the Mountain 
States Telephone & Telegraph Company, 
which will have the effect of adding a 
separate amount to the customer’s bill to 
cover franchise, occupation, or license 
fees imposed by municipal authorities or 
the cost of furnishing free telephone serv- 
ice to political subdivisions. Expenses of 
this nature have been included, in the 
past, in the over-all cost of rendering 
service. 

The commission upheld the company’s 
contention that fair and nondiscrimina- 
tory rates require the recovery of these 
expenses apart from statewide rate 
schedules. The nature of the imposition 
will not in any manner be changed ; they 
will in the first instance fall upon the 
company as they have in the past. The 
new tariff merely seeks to restrict re- 
covery of local taxes so far as practicable 
to the users of service in the municipali- 
ties where the taxes are imposed. The 
company already bills customers directly 
for Federal excise and Utah sales taxes, 
which practice will not be changed. 

There has been an increase in the num- 
ber of places where these taxes are im- 
posed, and the percentage levies of such 
taxes have been increased in some cases. 
For example, Salt Lake City passed 
a new ordinance in 1951 under which the 
company is required to pay the city 2 per 
cent of gross local exchange revenues 
within the city. Prior to the new ordi- 
nance, the company paid cash and fur- 
nished free service to Salt Lake City ag- 
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gregating approximately one per cent of 
exchange revenues in the city. The com- 
mission said: 


We are concerned here particularly 
with municipal franchise taxes, occu- 
pation and license taxes, and so-called 
free services, The taxes and imposi- 
tions exacted from utilities by cities 
and towns have no particular pattern 
or limit as to the percentage amounts 
of these taxes or impositions. While 
the impositions under consideration 
superficially appear to have different 
characteristics in that the measure or 
base of the tax may be different, they 
all fall into the same general pattern. 
They are radically different from ad 
valorem taxes. They are not levied up- 
on the physical property of the com- 
pany but are exacted for the privilege 
of doing business in the municipality. 
They take the form of a levy in most 
instances upon the gross receipts of 
the company, and the measure of the 
tax, whether it be a franchise, occupa- 
tion, or license tax, is generally based 
upon the volume of business done by 
the company in the municipality. 

In the case of ad valorem levies the 
telephone ratepayers and the company 
have some measure of protection from 
the impact of these taxes, by reason of 
the constitutional and statutory limits 
upon rates of levy. All of the property 
of a public utility is valued by the State 
Tax Commission, and that value is 
uniformly fixed throughout the state. 


Because of the nature of these imposi- 
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tions, the commission continued, dis- 
crimination results when the expense is 
spread over the whole state. There did 
not appear to be any probability that 
these taxes would be placed on a uniform 
basis but, on the contrary, it appeared 
that there would continue to be many 
cities and towns where no tax is imposed, 
others where only a negligible amount is 
charged, and other cities where steep 
levies are imposed. Moreover, customers 
living outside of cities and towns now 
contribute a part of the cost of these 
taxes and impositions while receiving lit- 
tle or no benefit from the use to which 
these tax receipts are put. 

The commission overruled an objec- 
tion by Ogden City that the rate making 
on a statewide basis is discriminatory. 
The commission was convinced that the 
practice of constructing rates on a state- 
wide basis, under which method the rates 
are the same in exchanges of similar size, 
is the most equitable and satisfactory 
method of telephone rate making yet de- 
veloped. Re Mountain States Teleph. & 
Teleg. Co. I. & S. Docket No. 83, May 
5, 1952. 

The commission made a similar ruling 
in a natural gas case involving similar 
municipal license fees. The commission 
reiterated its statements regarding the 
inequity which results when such 
municipal levies are distributed among 
the customers of a utility on a statewide 


e 


basis and made the following comments 
on the practical aspects of the situation: 


If the consumers of gas over the en- 
tire system of the company in this state 
are required to bear the burden re. 
sulting from the special taxes or fees 
imposed by one city, then each other 
city served by the company would be 
encouraged, if not indeed forced, to 
impose a similar tax or fee upon the 
company in order to equalize the bene- 
fits and burdens for the consumers of 
gas within its corporate limits. Each 
time a city increased its exaction from 
the utility each other city on the com- 
pany’s system would be justified in 
making a similar increase. 


The advantage of showing these taxes 
as separate items on the bills of consum- 
ers was thus stated by the commission: 


If the consumers of gas within the 
limits of cities which imposed such 
revenue measures are cognizant of the 
burdens imposed upon them by their 
city officials such consumers will keep 
those taxes or fees within reasonable 
limits and, therefore, the increased 
rates due to such taxes or fees should 
be shown on the bills rendered to those 
consumers by some proper and con- 
venient designation. 


Re Mountain Fuel Supply Co. Case No. 
3755, April 30, 1952. 


Increased Rates for Wholesale Natural Gas Service 
Disallowed for Failure of Proof 


Fg gas company seeking an 
increase in rates must clearly es- 
tablish that the proposed rates are just 
and reasonable. The failure of the Trans- 
continental Gas Pipe Line Corporation 
to satisfy the Federal Power Commis- 
sion with proofs presented has resulted 
in disapproval of increased rates. 
Commissioner Draper, however, in a 
dissenting opinion said that it is the duty 
of the commission to see that all neces- 
sary steps are taken to determine suffi- 
ciently remunerative rates to protect 
stockholders, maintain the financial in- 
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tegrity of the company, and assure com- 
munities of a gas supply. In his opinion, 
an order should have been issued requir- 
ing additional evidence. 

The company, said the commission, 
had not justified its claim as to utility 
plant cost as of July 1, 1952, or at any 
other date in the near future. The com- 
pany had included the estimated cost of 
completing facilities, but these facilities 
would not be constructed and in opera- 
tion until a later date, some not until 
1953. 

A building owned by a subsidiary, ac- 
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cording to the commission, could not be 
included in the rate base while Trans- 
continental was making periodic pay- 
ments for interest, amortization, and in- 
come taxes which it included in operating 
expenses. 

The company had included an amount 
representing capitalization of interest at 
the rate of 15 per cent. The commission 
said : 

It has not been our general practice 
in determining interest during con- 
struction to allow interest on general 
corporate funds in excess of 6 per cent 
per annum. The record in this case 
contains no justification for capitaliz- 
ing interest on equity funds at any in- 
terest rate in excess of 6 per cent. 
Transcontinental’s claim is based on 
the erroneous assumption that it is en- 
titled to a return on its investment 
during construction whereas the Uni- 
form System of Accounts provides 
only for interest during construction. 


The commission also ruled that there 
was no justification for a departure from 
the usual and customary practice of 
amortizing financing costs over the life 
of bonds. 

The company had used the year July 
1, 1952, to June 30, 1953, as its pattern 
or test year. In determining net invest- 
ment it considered the reserve for de- 
preciation at July 1, 1952, to arrive at 
net investment in utility property during 
the test year. Net investment in utility 
property for this test period, said the 
commission, could only be considered 
reasonable if the average for the test 
period was used. 


PROGRESS OF REGULATION 


Accrual of cash provided for opera- 
tions to anticipate future payment of 
Federal income taxes, or for any other 
purpose, said the commission, must be 
utilized to the extent available before any 
allowance will be made for working capi- 
tal. 

The commission discussed this ques- 
tion at length, citing numerous decisions 
by other regulatory authorities. 

Estimates of future expenses were held 
to be without support. Labor costs had 
been computed by determining labor re- 
quirements based on management policy 
and the application of labor rates pre- 
vailing at December 31, 1951, plus 5 per 
cent. Price trends, according to the 
Bureau of Labor Statistics, had been cited 
in justification for a 10 per cent increase 
in prices for materials above prevailing 
catalog prices and quotations. Estimates 
of costs thus computed, said the commis- 
sion, have no reliability or probative 
value. They are based on speculation and 
conjecture. 

A rate of return in excess of 6 per cent 
was held to be unsupported. The com- 
pany, it was said, had not demonstrated 
what earnings were required to attract 
capital. 

The company took the position that the 
commission should disregard the fact that 
for the calendar year 1952 it would have 

tax credits by reason of a loss carry-over 
from 1951. The commission said there 
could be no justification for allowing 
more in the way of Federal income taxes 
than it appears Transcontinental will be 
called upon to pay. Re Transcontinental 
Gas Pipe Line Corp. Opinion No. 227, 
Docket No. G-1842, May 29, 1952. 


e 
Housing Authority Loses Fight for Gas Rate Preference 


i Arkansas commission dismissed 
the complaint of a public housing 
authority against proposed rates for nat- 
ural gas service. The authority contended 
that, because of its status and purpose, 
it should be given a special and preferred 
classification. 

The commission overruled the author- 
ity’s contention in this statement: 
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The commission recognizes the pub- 
lic purpose of the housing authorities. 
It is commendable and has been ap- 
proved by the supreme court of Ar- 
kansas. The commission finds no pro- 
vision in the statute permitting crea- 
ion of housing authorities, 2 Ark Stats 
1947, § 19-3001, et seq., authorizing 
preferences to be extended to these au- 
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thorities as to utility rates, although 
the act did create tax exemptions. 
Other public housing authority proj- 
ects have been and are currently served 
by respondent on the same basis as 
privately owned housing projects and 
the commission finds that it is not in 
the best interest of other customers of 
respondent to accord a special or pre- 
ferred classification or rate to the proj- 
ects of complainants. 


A 15 per cent discount which the com- 


pany proposed to give the housing au- 
thority as compensation for the use of 
the authority’s on-site distribution sys- 
tem was considered equitable. After ob- 
serving that the construction of these sys- 
tems by customers is not encouraged be- 
cause they are free from commission con- 
trol, the commission pointed out that it 
had no authority to require the housing 
authority to sell its system to the utility. 
Re Arkansas Louisiana Gas Co. Docket 
No. U-703, March 7, 1952. 


e 


Commission Cites Some of Improvements Resulting from 
Telephone License Contract 


HE Colorado commission deter- 

mined that a telephone company 
should earn a return of 6.35 per cent on 
the fair and reasonable value of its prop- 
erty. The commission found that the 
company would need an increase in reve- 
nues amounting to about 54 million dol- 
lars to assure its customers improved 
service and assure investors of the pro- 
tection of their savings and a reasonable 
return thereon. 

The case followed a Colorado Supreme 
Court decision in which it was decided 
that the commission had jurisdiction over 
telephone service throughout the state, 
including fourteen home-rule cities which 
had previously been considered exempt 
from commission regulation. 

The commission approved the license 
contract payments made by the company 
to its nation-wide parent organization 
and cited the following technological im- 
provements as examples of some of the 
fields in which the parent company’s re- 
search has effected real and material sav- 
ings: 


. . reducing the size of wires, there- 
by increasing the number of wires that 


e 
Underground Storage of Natural Gas Authorized 


Pe Illinois commission has ap- 
proved a plan for the storage of nat- 
ural gas in a rock “dome” 1,500 feet or 
more underground. The dome is of suf- 
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could be placed in a cable; the devel- 
opment and improvement of vacuum 
tubes resulting in lower power con- 
sumption and large savings in main- 
tenance and replacement and in bat- 
tery facilities; development of the 
transistor which is presently in its in- 
fancy, but promises impressive results 
and economies; development of the 
carrier systems, whereby a greater 
number of messages may be carried 
over fewer wires. 


The commission used the Charleston 
plan for separating interstate and intra- 
state plant, revenues and expenses, 
adopted a net original cost less deprecia- 
tion reserve rate base, allowed plant un- 
der construction and property held for 
future use as part of the rate base, but 
disallowed plant acquisition adjustments. 

The working capital allowance re- 
quested by the company was granted by 
the commission with the comment that 
the tax accruals were not sufficient to 
provide the company with necessary cash. 
Re Mountain States Teleph. & Teleg. 
Co. Application No. 11245, Decision No. 
38593, May 6, 1952. 


ficient capacity and suitable porosity to 
permit the injection, storage, and with- 
drawal of substantial volumes of natural 
gas. The commission observed, however, 
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that the extent to which the storage com- 
pany may be required as a public utility 
to comply with the state Public Utilities 
Act will be deferred until final action on 
the company’s application for approval of 
the storage project now pending before 
the Federal Power Commission. 

Gas available for storage (received 
from interstate natural gas pipeline com- 
panies) will be compressed and injected 
into the storage wells located near the 
top of the reservoir. Injection will occur 
during the warm-weather seasons of low 
demand. During the winter season of 
peak demand, gas will be produced from 
the wells in the same manner as from 
ordinary gas wells. 

The rapid development of gas storage 
has been caused by the wide seasonal 
fluctuations in the demand for gas for 
space heating. This demand pattern is 
combined with the requirement of sub- 
stantial investments in pipelines to trans- 
port gas from producing to consuming 
areas. Economical and efficient operation 
of the gas industry requires fullest utili- 
zation of the pipeline capacity throughout 
the year. Without this full utilization, in- 
creased unit costs and prices will result. 

The demand for space-heating gas has 
increased to such an extent that the num- 
ber and size of pipelines to satisfy the 


demand would be uneconomical. Since 
their operation would require main- 
tenance of a high load factor throughout 
all seasons, natural gas would necessarily 
be sold on an interruptible or off-peak 
basis for use as an industrial fuel for 
which there are alternative fuels. 

The commission concluded that the 
only feasible method of satisfying this in- 
creasing demand is the development of 
the underground storage project. It will 
increase the gas available to firm cus- 
tomers during the limited periods of very 
high peak demands. 

The commission found there were no 
coal deposits in the proposed storage 
area, nor was there any oil or gas in com- 
mercially paying quantities. It was also 
found that the project would not injure 
any water resources or interfere with 
normal agricultural pursuits in the area. 
Furthermore, the commission found that 
there were no extrahazardous or poten- 
tially catastrophic conditions arising out 
of the proposed storage project. The risk 
was found to be confined to normal haz- 
ards incident to natural gas operations 
and possibly less than those incident to 
the operation of natural gas production 
fields and the storage of gas above- 
ground, Re Natural Gas Storage Co. No. 
39940, May 21, 1952. 


e 


Rural Co-operative Telephone Association Authorized to Serve 


A= telephone co-operative was 
authorized by the Kansas commis- 
sion to serve a sparsely populated rural 
area which was being served by three 
privately owned and operated companies. 
The latter were allowed to transfer their 
operating rights and to cease operations. 
The territory had not been profitable for 
the small companies to serve as single 
entities, although they had tried to fur- 
nish economical and efficient service to 
the public. 

The area was considered to be more 
adapted to telephone service by an enter- 
prise having available long-term financ- 
ing through amortization and a low mar- 
ginal interest rate without the objective 
of making a profit. The territory has an 
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extremely low density factor. There was 
no indication of any substantial growth. 
In fact, all trends point to a decrease in 
rural population because farming in Kan- 
sas is on a much larger unit scale. Mod- 
ern machinery and equipment have had a 
tendency to reduce the number of in- 
dividual farms. 

The commission doubted if any sub- 
stantial amounts of private capital would 
be available in the area to afford cover- 
age of modern telephone service. 

The capital investments of the private 
companies in recent years had reflected 
recurring losses rather than a return on 
the investments. The management of 
none of the companies had dissipated 
their assets or taken heavy withdrawals 
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formanagement. As a matter of fact, man- 
agement had not even been compensated 
fairly for its labors. The commission con- 
sidered it logical to assume that the rural 
co-operative telephone association, after 
conversion to dial, could render reason- 
ably efficient and sufficient service to ful- 
fill the needs of the area. 


The co-operative was authorized to 
finance its operations by borrowing funds 
from the Federal government on a long- 
term basis, with interest at 2 per cent per 
year, and by the sale of equity certificates 
to individuals living in the areas to be 
served. Re United Teleph. Asso. Inc. 
Docket No. 42,981-U, April 23, 1952. 


7 


Marketability of Stock at Par and Safe Operating Ratio Affect 
Transit Rate Decision 


ope Massachusetts commission ap- 
proved new rates for a local transit 
company which would provide the com- 
pany with an operating ratio of 97.4 per 
cent after taxes. The company’s previous 
operating ratio of 99.5 per cent was not 
considered a safe margin. 

In establishing the new rates, the com- 
mission observed that transit company 
securities cannot be sold on the same 


basis as those of other utilities. Common 
stocks usually sell to yield over 9 per cent 
and at prices to show average earnings 
of 13.6 per cent. This company’s earn- 
ings do not approach these figures, the 
commission said, and it expressed the be- 
lief that the company could not sell addi- 
tional stock at par or anywhere near par 
with such earnings. Re Worcester Street 


R. Co. DPU 9836, April 7, 1952. 


e 


Expense of Proposed Fluoridation Program Disallowed 


i bp New Jersey commission allowed 
a water company a rate increase so 
as to provide it with a return of 5.7 per 
cent on a net investment rate base. A rate 
schedule proposed by the company which 
would have yielded a return of 6.51 per 
cent, after consideration of state franchise 
taxes and Federal income tax, was con- 
sidered excessive. 

The commission gave little probative 
value to evidence offered by the utility as 
to the cost of reproduction and estimated 
depreciation but predicated the com- 
pany’s rate base on average fixed capital 


investment for the entire year preceding 
the hearing. 

A claim by the company for an ex- 
pense allowance in connection with a pro- 
posed fluoridation program was not al- 
lowed, 

The record showed that the com- 
pany would not proceed with the pro- 
gram until all thirteen of the municipali- 
ties which would be affected gave their 
consent. As of the date of the hearing 
only two had approved the program. Re 
Commonwealth Water Co. Docket No. 
5653, April 23, 1952. 


e 


Petition for Determination of Revenue Requirements Need 
Not Include Rate Schedules 


MUNICIPALITy’s objection to the 

Colorado commission’s acting on a 
telephone company’s petition for a de- 
termination of additional revenue re- 
quirements was dismissed. The munici- 
pality contended that the company should 
present rate schedules as part of its peti- 
tion so that the commission would have 
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all pertinent information when it made 
its decision. 

The commission, after pointing out 
that no new rates were involved or would 
result from this proceeding, decided the 
matter against the municipality with this 
comment : 

After the gross revenue require- 
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ments have once been determined, then 
would be the appropriate time to con- 
sider new tariff schedules. If and when 
the telephone company should file new 
tariff schedules with the commission, 
ample opportunity to be heard can then 
be given by the commission to all in- 


terested parties as to said new tariff 
schedules before said tariff schedules 
would be permitted to go into effect. 


Re Mountain States Teleph. & Teleg Co. 


Application No. 11245, Decision No. 
38439, April 8, 1952. 


7 


Unauthorized Gas Connection for Space Heating May Be 
Discontinued But Heating Rate Applied 


Tt. Wisconsin commission con- 
cluded that a gas company had acted 
properly in insisting on the disconnection 
of unauthorized space-heating customers. 
The commission had previously issued 
orders restricting new gas installations 
for central space heating. Notice had 
been given to dealers and to the public. 

The company had charged the unau- 
thorized customers the general service 
rate for gas, which was higher than the 
space-heating rate. The commission said 
that the filed rates of the utility must 
govern even though there may be good 


reason to feel that the unauthorized cus- 
tomer should be charged more. The com- 
mission could not authorize the charging 
of other than the filed space-heating rates. 

The commission observed that, be- 
cause of lack of jurisdiction over dealers, 
it was unable to penalize the dealer that 
sold the unauthorized installations. There 
was said to be no doubt in the commis- 
sion’s mind that the dealer should have 
known of the gas restrictions. The evi- 
dence showed that the customers knew 
of the restrictions. Re Wisconsin Nat. 
Gas Co. 2-U3751, May 14, 1952. 


e 


Other Important Rulings 


HE Arizona commission authorized a 

telephone rate increase which would 
produce a return of 5.1 per cent on a rate 
base approximately midway between net 
book value and original cost trended to 
present cost less obsolescence and ob- 
served depreciation, with an allowance 
for working capital; but the commission 
declared that its decision had taken into 
consideration the history of the company 
and its particular problems and present 
conditions and that its decision was not 
to be a precedent for any state pattern or 
formula. Re Central Arizona Light & P. 
Co. Decision No. 22271, Docket No. 
9958-E-1028, May 19, 1952. 


The Civil Aeronautics Board, in de- 
termining a temporary mail rate on the 
basis of reported “break-even need,” 
gave the Postmaster General its assur- 
ance that its action was not an indication 
of a tendency to relieve an air carrier of 
the responsibility to conform with stand- 
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ards of maximum economy reasonably 
obtainable under efficient management. 
Re Pan American World Airways, Dock- 
et No. 3308, May 5, 1952. 


The Wisconsin commission held that 
proposed telephone rates that would 
yield a return of 6.34 per cent were rea- 
sonable and lawful. Re Arena & Ridge- 
way Teleph. Co. 2-U-3766, May 16, 
1952. 


The Wisconsin commission disallowed 
the cost of a reproduction appraisal as 
an operating expense on the ground that 
it has no continuing value and repre- 
sented a nonrecurring expense. Re Com- 
monwealth Teleph. Co. 2-U-3618, May 
9, 1952. 


The Minnesota Supreme Court held 
that the statute providing that motor 
carriers be exempt from municipal li- 
cense fees, except those carriers operating 
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exclusively within any borough, village, 
or municipality, or contiguous munici- 
palities, was not unconstitutional as class 
legislation, Duluth v. Northland Grey- 
hound Lines, 52 NW2d 774. 


The Texas Court of Civil Appeals held 
that a commission order establishing a 
temporary emergency reduction in rail- 
road freight rates on livestock feed be- 
cause of a severe drought, although dis- 
criminatory because motor carrier rates 
were not also reduced, did not result in 
unjust discrimination. Angelina & N. 
River R. Co. v. Railroad Commission, 
246 SW2d 928. 


The Minnesota commission held that 
a railroad has the duty to seek, and the 
regulatory agencies to permit, discontinu- 
ance of certain passenger trains where 
such services are required to be operated 
at substantial out-of-pocket losses, which 
can only be absorbed by revenues from 


essential freight services and constantly 
create the need for higher freight rates, 
Re Chicago, M. St. P. & P. R. Co. A. 
7155, April 28, 1952. 


A United States district court held 
that an Interstate Commerce Commission 
order granting temporary authority for 
a water carrier to operate as a common 
carrier of freight by self-propelled vessel 
between specified ports, where there was 
an immediate and urgent need for service 
to a point or within a territory having no 
carrier service capable of meeting such 
need, was reasonable, notwithstanding 
that there were motor, rail, and air car- 
riers physically capable of providing 
transportation to and from that partic- 
ular point, because the economic need of 
commerce and industry for water carrier 
service should not be foreclosed. Alabama 
Great Southern R. Co. et al. v. United 
States, 103 F Supp 223. 
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NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION 


Re Public Service Company of 
New Hampshire 


D-R3152, Order No. 6072 
May 20, 1952 


PPLICATION for authority to increase electric rates; granted. 
A For earlier decisions, see (1951) 33 NH PUC 333, 91 
PUR NS 115; 33 NH PUC 134, 92 PUR NS 443. 


Valuation, § 257 — Rate base determination — Investment in securities. 
1. An electric company’s investment in securities should be excluded from 
its rate base, p. 132. 


Return, § 87 — Electric company. 

2. A return of 5.65 per cent was considered just and reasonable for an 
electric company, p. 133. 

Return, § 26 — Reasonableness — Cost of capital — Investor and consumer interests. 
3. A return of 5.65 per cent was considered sufficient to absorb embedded 
costs, to maintain confidence in the financial soundness of the company, 
under efficient and economic management, and to enable the company to 
attract the capital necessary to discharge its obligations to its investors and 
consumers, where the cost of capital was 5.45 per cent, p. 133. 

Rates, § 171 — Electric company — Uniformity of increase. 

4. Any increase in electric rates should be spread over every electric bill 
tendered for prime power, p. 136. 


Return, § 35 — Reasonableness — Inflation factor. 
5. A rate increase somewhat more generous than would otherwise be allowed 
should be made during an inflationary period, in order to fill the gap between 
an ascending capital structure curve and the curve of the net income growth 
of the company, p. 136. 


Accounting, § 28 — Accelerated amortization — Income tax laws. 
Discussion of accounting practices to be followed for accelerated deprecia- 
tion of defense facilities under Federal income tax laws, p. 135. 


Return, § 44 — Hydroelectric company — Water normalization. 
Statement, in dissenting opinion, that no allowance should be made in a 
hydroelectric rate level for the effect of good or bad water conditions unless 
it is set apart in a separate reserve rather than allowed to go into surplus, 
p. 138. 


Return, § 44 — Hydroelectric company — Water normalization. 
Statement, in dissenting opinion, that it is only equitable that the benefits 
of excess rainfall should be divided between the ratepayers and the stock- 
holders rather than being given solely to either, p. 138. 
[9] 129 93 PUR NS 
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Return, § 35 — Commission duty — Economic conditions. 
Statement, in dissenting opinion, that one of the cardinal duties of a Com. 
mission in fixing rates is to consider the impact of its decisions on the 
economic welfare and growth of the state, since economic conditions do not 
distinguish between interests, be they investor or consumer, and economic 
forces and changes apply equally to all, p. 139. 

Return, § 22 — Investor and consumer interests. 
Statement, in dissenting opinion, that it is most important that the end 
result of rate fixing is to be reached by the balancing of the investor and 
consumer interests, p. 139. 

(THoRNTON, Commissioner, dissents. ) 
” 


APPEARANCES: Franklin Hollis, By the Commission: On October 


for the petitioner ; Gordon M. Tiffany, 
Attorney General, and John B. Nas- 
sikas, Assistant Attorney General, in 
the public interest ; H. Thornton Lori- 
mer and Francis E. Perkins, for the 
state of New Hampshire and for the 
rate-paying public of the state of New 
Hampshire; Eugene S. Daniell, Jr., 
City Solicitor, for the city of Frank- 
lin; Atlee F. Zellers, for the White 
Mountain Power Company and the 
New Hampshire Electric Cooperative, 
Inc. ; Robert A. Ferraira, for the Con- 
cord Electric Company; Stanley M. 
Brown, for the Abbott Machine Com- 
pany, Inc., Amoskeag Lawrence Mills, 
Inc., Amoskeag Mills, Inc., Amory 
Worsted Mills, Inc., Arms Textile 
Manufacturing Company, Inc., Black- 
stone, Inc., Chicopee Manufacturing 
Corporation, Manchester Knitted 
Fashions, Inc., Stark Amoskeag 
Worsted Mills, Inc., Verney Corpora- 
tion, Wambec Mills, Inc., and Monad- 
nock Paper Mills, Inc.; Mayor and 
Council, for the city of Berlin; M. 
Michael Botelho, for the Textile 
Workers’ Union of America and the 
New Hampshire State C. I. O.; Rob- 
ert P. Bingham, for the Office of Price 
Stabilization; John J. Gaines, for the 
International Food and Grocers’ Asso- 
ciation. 
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19, 1951, the Public Service Company 
of New Hampshire, a duly incorpo- 
rated New Hampshire corporation, 
operating as an electric public utility in 
some 160 towns and cities in this state 
filed a complete new Consolidated 
Electric Tariff N. H. P. U. C. No. 3, 
said tariff proposed to become effec- 
tive November 20, 1951. This tariff, 


as originally filed, provided for in- 
creases in all classes of electric service, 
estimated to amount to $1,599,571 


per annum. On November 6, 195], 
the Commission suspended this tariff, 
pending investigation and hearing. 

Simultaneously with the filing of the 
new Tariff No. 5, the Public Service 
Company of New Hampshire filed a 
petition for the immediate establish- 
ment of emergency rates in the amount 
of a 7 per cent surcharge on each elec- 
tric bill rendered for prime power, 
except for street lighting service, said 
surcharge to continue until permanent 
rates became effective as the result of 
the instant proceedings. This peti- 
tion, following a supreme court ruling 
was heard and decided under the 
amended form of a petition for temp0- 
rary rates. 

The temporary rate petition sought 
a surcharge on each electric bill ret- 
dered for prime power, except stre¢l 
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lighting, of 7 per cent of the amount 
thereof, exclusive of fuel charge, said 
surcharge to continue until permanent 
rates become effective as a result of the 
instant proceedings. As a result of 
the temporary rate petition, and after 
several days of public hearings, this 
Commission, by its Order No. 6019, 
dated November 29, 1951, 33 NH 
PUC 333, 91 PUR NS 115, author- 
ized the petitioner to make effective 
forthwith a surcharge on each electric 
bill rendered for prime power, except 
street lighting, of 5 per cent of the 
amount thereof, said surcharge to con- 
tinue until permanent rates become ef- 
fective as a result of the proceeding 
herein under discussion. 

On December 17, 1951, this Com- 
mission issued an order of notice, pro- 
viding for a hearing to be held at its 
office in Concord on January 2, 1952, 
said order calling for its publication in 
every newspaper in the state. Affida- 
vits were filed certifying this publica- 
won. 

Upon the recommendation of the 
attorney general, and pursuant to the 
provisions of R. L. Chap 24, § 11, the 
governor and council, on December 14, 
1951, authorized the employment of 
H. Thornton Lorimer, as special coun- 
sel to represent the state of New 
Hampshire and, more especially, cus- 
tomers of the Public Service Company 
of New Hampshire in these proceed- 
ings. 

Hearings in the premises opened in 
Concord on January 2, 1952, and con- 
tinued for a total of twenty-one days, 
until April 11, 1952, following which, 
briefs were submitted by counsel. 


There were 3,357 pages of testimony 


and cross-examination recorded. The 
petitioner presented 34 exhibits; the 
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state presented 17 exhibits ; counsel for 
Class III consumers presented 15 ex- 
hibits; and the city of Franklin pre- 
sented one exhibit. 

The Public Service Company of 
New Hampshire has been engaged in 
formal rate proceedings before this 
Commission almost continuously since 
January, 1950, at which time it asked 
for the right to increase its rates by 
some $2,250,000 annually, Re Public 
Service Co. of New Hampshire 
(1951) 33 NHPUC 134, 190, 92 
PUR NS 443. This case resulted in 
the Commission’s Order No. 5937, 
dated July 6, 1951, cited above, which 
permitted a rate increase estimated to 
yield $633,000 annually. The Com- 
mission’s Order No. 6019, dated No- 
vember 29, 1951, supra, in the tempo- 
rary rate proceeding, allowed a further 
rate increase of approximately $703,- 
000 annually in the form of a 5 per 
cent surcharge. The company repre- 
sents that the requested rate increase 
herein under consideration will result 
in a total increase over the period from 
January, 1950, which is substantially 
equivalent in amount to the $2,250,- 
000 increase originally sought in Jan- 
uary, 1950. 

In the instant proceeding, the com- 
pany submits that, using 1951 as a 
“test” year for rate-making purposes, 
its minimum fair and reasonable rate 
base is at least $72,553,970 summa- 
rized as follows: 


Net Electric Plant in Service .... $69,809,301 
Working Capital Requirement for 
Electric Department sinsene eneoee 
Working Capital Requirement for 
Sales and New Business De- 
partment ... sr 


630,731 


Total Rate Base .... $72,553,970 


The company also takes the position 
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that, looking forward into the period 
during which any new schedule of rates 
will be effective, recognition must be 
given to the fact that the correspond- 
ing rate base at December 31, 1951, 
was $74,496,681, and that the corre- 
sponding rate base in 1952, and there- 
after, will be still higher. 

The company has maintained since 
the start of the present series of rate 
proceedings in January, 1950, and still 
represents, that a rate of return of at 
least 6 per cent is essential to permit it 
to attract capital on even terms with 
other electric utilities, and others seek- 
ing capital in the money markets, to 
take care of embedded costs, and to 
permit it to support a sound capital 
structure. It submits that a 6 per cent 
return on a $72,553,970 rate base will 
not exceed the income which the rates 
proposed will produce. 

Counsel for the state and the cus- 
tomers of the Public Service Company 
of New Hampshire represents that the 
company’s rate base for the year 1951 
should not exceed $70,500,000 based 
on the following computation : 


Net Electric Plant in 

Service ...... $69,809,301 
Deduct: Jacona Re- 

serve aa é 389,564 


Net Electric Plant 

in Service .... cece eeueeee $69,419,737 

Add: Working Capital 

Allowance 
Two Months’ Oper- 

ation Maintenance $1,105,546 
Materials and Sup- 

plies—Electric 1,008,392 
Materials and Sup- 

plies — Sales & 

New Business .. 396,417 


Sub-total $2,510,355 
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Deduct: Average Fed- 
eral Income Tax 
Accruals ........ 1,443,028 


Total Cash Working 
Capital Allowance 


Total Computed Rate 
Base for 1951 


On this rate base, the same counsel 
argues that the company is entitled to 
a rate of return not in excess of 55 
per cent. 

Counsel for a group of primary gen- 
eral service customers (large indus- 
trial users) submits that the company’s 
rate base for 1951 was $72,000,000 
and that a reasonable rate of return js 
5.5 per cent. This counsel claims that 
primary general service rates are too 
high, and that rates for domestic serv- 
ice are too low. 


The conflicting claims of the various 
parties in this proceeding were sup- 
ported by lengthy expert testimony and 
voluminous exhibits, and will be dis- 
cussed more fully hereinafter. 


Rate Base 


[1] After exhaustive study of the 
various representations of counsel, 
and full investigation by the Commis- 
sion and its staff, the Commission finds 
the company’s rate base, as of Decem- 
ber 31, 1951, to be $74,000,000. This 
rate base is computed as follows: 


Total Electric Plant ............ $86,872,433 
Less: Unfinished 
Construction 3,126,898 


Electric Plant in Serv- 
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Less 

Reserve for De- 
preciation 

Amortization 
Limited Term In- 
vestment 

Contributions for ex- 
tensions 


$11,220,214 


16,147 


Deductions from 
Electric Plant 


11,314,607 


Net Electric Plant 
in Service 


$72,430,928 


Less 
Jacona Reserve .... 
General Electric 
Company bill — 
unpaid 
Deductions 1,068,480 
Net Electric Plant 
in Service—Less 


Deductions $71,362,448 


Working Capital 
Operation and Main- 
tenance 
Inventory = 1,008,392 
Sales and New Bus- 
iness anhondks 53,645 
Merchandise Inven- 
eee 396,417 


$1,105,546 


Total Working Cap- 


Rate Base $73,926,448 

In the computation above, the fig- 
ures for Electric Plant in Service were 
taken from the annual report of the 
company to the Commission for the 
year 1951. The figures for Working 
Capital were taken from petitioner’s 
Exhibit No. 20, pages 4 and 5. The 
Commission disallows the company’s 
claim for inclusion in the rate base of 
the amount of $180,669 for Merchan- 
dise Accounts Receivable. 

With respect to the so-called “Ja- 
cona Reserve,” the Commission re- 
affirms its earlier finding that the 
amount $389,564 remaining therein 
should be considered a part of the Gen- 
eral Reserve for Depreciation and, as 
such, should not be included in the 
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gross Electric Plant in Service, Re 
Public Service Co. of New Hampshire 
(1951) 33 NHPUC 134, 156, 92 
PUR NS 443, 460. 


The Commission likewise reaffirms 
its former finding and does not accept 
investments in securities (Swans Falls 
Company, Androscoggin Reservoir 
Company, Sunapee Dam Corporation) 
as part of the rate base. Consistent 
with this finding, however, proper 
allowance will be made for the required 
earnings to compensate for this elimi- 
nation from the rate base, Re Public 
Service Co. of New Hampshire, supra. 


Cost of Money and Rate of Return 


[2,3] From its capitalization, the 
Commission computes the cost of 
money to the company, as of December 
31, 1951, to be 5.19 per cent, as fol- 
lows: 


Class of Per Cent 

Security of Total 
RS. cccess Se 
Preferred Stock .. 13.3 


Cost of 


Rate Money 


3.10 
3.43 
9.48 


100.0 


State’s Exhibit No. 5, page 24, 80% pay- 
out. 


In its report and order of July 6, 
1951, Re Public Service Co. of New 
Hampshire, supra, a full analysis of 
the cost of money to the company was 
made by this Commission. The only 
change in the situation since that time, 
of sufficient importance for comment 
here, is in the cost of new preferred 
stock to be issued shortly, pursuant to 
a petition presently on file with the 
Commission. We find the most prob- 
able interest rate of this issue to be 
5 percent. The company also contem- 
plates the issue of additional common 
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stock. It appears to the Commission 
that this proposed issue of preferred 
stock and common stock will effect a 
distinct improvement in the capital 
structure of the company, and should 
result in a cost of money to the com- 
pany of 5.45 per cent, in accordance 
with the following computation : 


Cost of 
Rate Money 


3.10 1.48 
3.43 40 


5.00 .29 
9.48 3.28 


5.45 


Class of 
Security 
Bonds 
Present 
Preferred Stock 
Proposed 

Preferred Stock 5.8 
Equity --. 340 


100.0 


Per Cent 
of Total 


47.9 
11.7 


The above cost of money is the same 
as it would be under what the Com- 
mission deems to be an ideal capital 
structure, figured as follows: 


Cost of 
Rate Money 
3.10 1.48 
3.70 .08 
11.7 3.43 40 
3.3 5.00 17 
35.0 9.48 3.32 
10.0 


“100.0 


Per Cent 

Security of Total 
Present Bonds ... 47.9 
New Bonds : 2.1 
Present Preferred 
New Preferred 
Equity 


Class of 


5.45 


It is quite generally conceded that 
the rate of return should be somewhat 
higher than the cost of money. The 
Commission determines that a just 
and reasonable rate of return is 5.65 


per cent. The spread between the rate 
of return and the cost of money al- 
lowed above should be sufficient to 
absorb embedded costs, to maintain 
confidence in the financial soundness 
of the company, under efficient and 
economic management, and to enable 
the company to attract the capital nec- 
essary to discharge its obligations to 
its investors and consumers. This 
rate of return is over and above oper- 
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ating expenses, depreciation, and tax- 
es. 

The Commission allows this rate of 
return upon the ideal capital structure, 
which is in excess of the cost of mon- 
ey on the present, or immediately pro- 
posed capital structure, on the under- 
taking by the company to use any 
excess earnings accruing therefrom 
as a means of attaining this ideal 
capital structure, and not for addi- 
tional dividends. 


Water Normalization 


In the decision of the temporary 
rate case, the Commission, 33 NH 
PUC 333, 339, 91 PUR NS 115, 120, 
stated, in part, that ‘ the effect 
of water conditions on operating re- 
sults must be completely and _thor- 
oughly explored in establishing per- 
manent rates to the end that permanent 
rates will be sufficient to allow the 
company to earn a reasonable return 
under average or normal water condi- 
tions and thus permit the company to 
accumulate earnings in times of good 
water to help out in times of bad wa- 
ter.” 

In exploring the question of water 
normalization, by agreement, the com- 
pany and the Commission retained 
separate engineering firms. 

First, to establish what is average 
water in New Hampshire, with the 
present hydroelectric plants of the 
Public Service Company. Having 
decided what might be expected in an 
average water year in kilowatt hours 
of generation, the excess water for 
1951 could be readily obtained by sub- 
tracting this normal average water 
from the kilowatt hours on the meter 
readings of the various hydroelectric 
plants. The engineers decided, with 
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ractically no divergence in thought, 
that 384,400,000 kilowatt hours be 
considered the amount of current that 
would be generated in an average 
water year. This definitely placed 86,- 
404,700 kilowatt hours as the amount 
of current generated by hydroelectric 
plants in 1951 in excess of what might 
be expected under average water con- 
ditions. 

Second, to determine what income 
the company should earn by reason of 
the good water year, in addition to 
what might have been expected in an 
average water year. In this, the engi- 
neers were not so successful. They 
were asked to determine not only the 
excess earnings in 1951, but to estab- 
lish a formula that could be applied to 
future years to decide the abnormal 
and adverse water, using 384,400,000 
kilowatt hours as a base. 

The company has used $189,843 as 
anet amount of earnings in 1951, due 
to abnormal water, and contend that 
this amount should be subtracted from 
their actual earnings to arrive at the 
earnings under average water condi- 
tions. The state engineers determined 
that the credit to be allowed for this 
year for the abnormal water was $124,- 
416. 

The Commission finds 1.75 mills 
per kilowatt hour to be a fair amount 
to allow for abnormal water and, in 
their opinion, this is the figure that 
should be allowed in future years as a 
credit in case water above 384,400,000 
kilowatt hours average water, and the 
amount to be charged for any defi- 
ciency below the average water. In 
other words, earnings produced by 
water conditions resulting in hydro- 
production, better or worse, than 
shown in petitioner’s Exhibit 22 (av- 


erage generation 384,000,000 kilowatt 
hours), would not, therefore, justify 
a decrease or an increase in the perma- 
nent rates of the company so long as 
the company’s probable hydro produc- 
tion on normal water conditions con- 
tinues as set forth in said exhibit. 


“Accelerated Amortization” 


While no certificates of necessity 
from the Defense Production Admin- 
istration under 124A of the Internal 
Revenue Code have yet been accepted 
by the company, much discussion of 
this subject has entered into this case. 
The Commission regards this as an 
accounting problem which will arise 
only when the company accepts some 
of these certificates. A recent case of 
Michigan Public Service Commission, 
D-1282-A, relative to Certificates 
totaling over $53,000,000 of Detroit 
Edison Company, has clearly stated the 
theory under which such certificates 
are issued, as follows (1951) 90 PUR 
NS 76: 

“The primary effect of the special 
rapid amortization of costs of defense 
facilities under certificates of necessity 
pursuant to § 124A of the Internal 
Revenue Code is to reduce the amount 
of Federal income taxes payable dur- 
ing the amortization period and to in- 
crease the amount of Federal income 
taxes payable thereafter during any re- 
maining lives of the properties so 
amortized ; and the current Federal in- 
come tax reductions resulting from 
such special amortization are subject 
to liability for the larger future Federal 
income taxes also resulting from such 
early special amortization and are not 
available for addition to surplus.” 

This decision further comments on 
the Internal Revenue Code, as follows: 
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“A company securing certificates of 
necessity from the Defense Production 
Administration under § 124A of the 
Internal Revenue Code, permitting 
special rapid amortization of costs of 
defense facilities, was directed and in- 
structed to set up special accounts for 
‘Deferred Federal Income Taxes’ to 
account for reduction in Federal In- 
come taxes arising out of special amor- 
tization rather than normal income tax 
depreciation of the cost of such facili- 
ties.” 

This Commission concurs with the 
Michigan Public Service Commission 
in their treatment of this, will retain 
jurisdiction of this matter, and will 
issue such orders as it considers neces- 
sary when, as, and if the company later 
decides to accept certificates of neces- 
sity from Defense Production Admin- 
istration under § 124A of the Internal 
Revenue Code. 


Class III Consumers 


[4] The Commission feels that any 
increase in rates should be spread over 
every electric bill rendered for prime 
power and the company is requested 
to submit rates for our approval on this 
basis. 

The Commission feels that Class III 
customers now have a considerable 
differential in present rates in com- 
parison to rates of other classes. To 
decrease Class III rates, while increas- 
ing the rates of other classes, would be 
an unfair discrimination against the 
other classes without any reasonable 
basis. Likewise, the failure to increase 
Class III rates proportionately with 
increases on other classes might also 
lead to an unreasonable differential. 


“ Attrition” 


[5] The Commission is of the opin- 
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ion that in the present inflationary 
cycle, an award somewhat more gen- 
erous than would otherwise be allowed 
should be made in order to fill the gap 
between an ascending capital structure 
curve, and the curve of the net income 
growth of the company. This has 
been termed, in this case, by the com- 
pany as “attrition.” 

This Commission has sought some 
type of formula, or other plan, that 
could automatically accomplish this 
result, and thus prevent the continued 
rate cases which are expensive and 
largely unnecessary, but in view of the 
existing statutes they have no ready 
solution. 

While this Commission cannot bind 
future Commissions, it would suggest 
that if, as a result of the company’s 
operations for any year within the 
next two years, the earnings are be- 
low this 5.65 per cent rate of return, on 
the then existing rate base, a further 
hearing be held, limited to the matters 
of rate base, revenue, and expenses. 


Conclusion 


As indicated in the findings above, 
a 5.65 per cent return on a rate base of 
$74,000,000 entitles the company to 
an annual net revenue of $4,181,000. 
To this should be added $11,605 for 
5.65 per cent return on miscellaneous 
investments of $205,400, or $4,192,- 
605. Allowance must also be made 
for the amount of income produced in 
the “test” year 1951 attributable to 
better than normal water conditions of 
$4,035,777. The 1951 net income, 
after adjustment of $151,208 for ab- 
normal water conditions was $3,884,- 
569. 

The adjusted 1951 net income failed 
to produce the allowable income by the 
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amount of $308,036 ($4,192,605 
less $3,884,569). Making allowance 
for Federal income taxes, this figure 
becomes $641,742. 

3y the terms of its Order No. 6019 
of November 29, 1951, 33 NHPUC 
333, 91 PUR NS 115, the Commis- 
sion authorized a temporary rate in- 
crease Of approximately $703,000. 
These temporary rates were in effect 
for six months and, therefore, the re- 
covery due the company is one-half of 
the additional annual rate return of 
$154,018, or $320,871, before taxes. 

The Commission finds that this 
amount should be recovered through 
a medium of a 3 per cent per month 
surcharge for seven months, or until 
this amount of $320,871 is re- 
couped. 

The Commission also finds that the 
company is entitled to recover the ex- 


penses incurred attendant upon the 
temporary rate case and the permanent 


rate cases. After the deficit incurred 
under the temporary rates has been 
recovered, the Commission rules that 
the 3 per cent per month surcharge 
may continue for an additional period 
sufficient to reimburse the company 
for its rate case expenses, as approved 
by the Commission. 

Our order, incorporating the above 
findings, will issue accordingly. 


THORNTON, Commissioner, dissent- 
ing: I concur with the majority opin- 
ion in the treatment of the questions 
of the Jacona Reserve, investments in 
operating companies, exclusion of 
merchandise Accounts Receivable, and 
the accelerated depreciation under 
Federal income tax laws. I am un- 
able to agree on the balance of the 
questions herein presented, or the end 
result, in that I would allow no in- 


crease beyond the presently effective 
rates. 

cr many years this Commission 
has allowed two months’ operation and 
maintenance expenses, plus materials 
and supplies on hand, as the working 
capital element of the rate base, and 
for the purposes of the following com- 
putations I have followed this formula. 
However, in the light of the Federal 
income tax accruals which are col- 
lected and held by the company for 
considerable periods before they are 
paid to the United States Government, 
it now appears that we should review 
our procedures in this respect, to make 
certain the company is not earning a 
return on money advanced by custom- 
ers, rather than the investors. Public 
Utilities Commission v. Bangor Hy- 
dro-Electric Co. (Me 1952) 92 PUR 
NS 46, and cases cited therein. 

Using the year 1951 proformed and 
adjusted as a test year, I arrive at the 
following conclusions 


Calculation of Average Rate Base and 
Rate of Return for 1951—Taken 
from Annual Reports to the 
Commission 


Analysis of Plant 
Plant in Service 
Fixed Capital Adjustment .... 


$80,807,500 
972,509 


$81,780,009 
10,605,390 


$71,174,619 


Subtotal 
Less: Depreciation 


Net Plant in Service 
Deduct 
Jacona Reserve ... 
General Electric 
Bill—Unpaid ... 
Amortization of 
Limited Invest- 


678,916 


16,147 
78,346 


Contributions for 
Extensions ..... 


1,162,973 


...... $70,011,646 
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Working Capital 
Operation and 
Maintenance — (2 
months ) $1,113,156 


Matcrials and Supplies 
Electric Depart- 
ment 
Merchandising De- 
partment .... 


Total Working 
Capital 


1,060,725 


. 354,245 


2,528,126 


Total Rate Base ... . $72,539,772 


Net Operating Income—Electric 
As Shown on Exhibit P-19, 
sheet 1, column 8 
Less: Return on investments 
in operating companies 


$4,035,777 
11,297 


$4,024,480 
Rate of Return 5.548% 

I know of no better way of gauging 
the future than by using the experience 
of the past as a guide, and agree with 
the company’s use of past load growth 
in forecasting their future needs and 
construction. Using the past five 
years, including the test year 1951, as 
an historical guide, the actual rate of 
growth of the company’s revenues and 
expenses has been plotted from its an- 
nual reports, and the resulting per- 
centage applied to the 1951 pro-formed 
income sheet to arrive at an estimate 
of the 1952 net income. 

The estimated results for 1952, 
based on this projection show revenues 
of $18,461,818, and expenses of $14,- 
101,625, or a net operating income of 
$4,360,193, less return on investments 
of $11,297, which, if related to an esti- 
mated 1952 Average Rate Base of 
$78,000,000, results in a calculated 
rate of return of 5.576 per cent. 

Admittedly, these historical esti- 
mates of revenues and expense are 
predicated on the assumption that the 
company will continue to enjoy the 
same average growth that it has since 
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1947, with the same average expenses, 
and it is obvious that any major eco- 
nomic changes will affect these conclu- 
sions. Similarly, any such drastic 
economic changes should affect the 
company’s need for additional plant, so 
that the two items should balance. 

In neither computation have I made 
any allowance for normalization of 
water for, in my opinion, while there 
is no question but that a proper allow- 
ance should be made in any rate level 
for the effect of good or bad water con- 
ditions, no such allowance should be 
made unless it is set apart in a separate 
reserve, rather than allowed to go into 
surplus. As I visualize water normal- 
ization, the excess moneys received in 
times of good water should be set aside 
as a reserve against which the company 
can draw in times of poor water, to 
offset the higher expenses of dry 
years. 

Traditionally, this company has had 
a higher cost of money because of the 
greater dependence of its earnings on 
the amount of hydro generation on its 
system. This higher cost of money 
is properly passed on to the ratepayer, 
so if the earnings of the investor are 
given protection by a reserve accumu- 
lated in years of good water, which 
can be used to offset the effects of poor 
water, there will be an accompanying 
benefit to the ratepayer who, over the 
years, will pay no more than the aver- 
age water requires. 

If, however, these excess hydro- 
earnings are allowed to go into surplus, 
they become the sole property of the 
stockholders, out of control of this 
Commission, and can be used for any 
proper corporate purpose, 13 Am 
Jur §§ 200 and 653. In my opinion, 
it is only equitable that the benefits of 
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excess rainfall should be divided be- 
tween the ratepayers and the stock- 
holders rather than given solely to 
either. 

Also, there is the question of this 
Commission’s duty to stabilize the 
earnings of a utility to the end that 
future investors and ratepayers will 
receive their aliquot benefit from the 
average water adjustment. 

If such an adjustment is to be made 
for average water conditions, in the 
form of a special water reserve, I 
would accept the approach and conclu- 
sions of the witness Rich, as the meth- 
od that would best serve the interests 
of the ratepayers and the stockhold- 


ers. 

I suggest the following as the cost 
of money, including embedded costs in 
the equity component, at an 80 per cent 
payout, on the present capitalization : 


Cost Rate Cost 

3.10% 1.70 
13.3% 3.43% 46 
32.0% 9.48% 3.03 


100.0% 5.19 


Debit 54.7% 


Preferred 
Equity 


On the basis of this cost of money, 

feel that the proper rate of return 
should not exceed 5.5 per cent. That 
rate of return is high enough to sup- 
port proposed changes in the foresee- 
able future, and does not require any 
new revenue beyond those rates pres- 
ently in effect. 

In arriving at this rate of return, 
which, while adequate to meet all costs 
of the business, is on the low side, I 
am influenced by the many indications 
of troubled times ahead for our indus- 
tries and our citizens. In communities 
where factories are now idle or va- 
cant, the public is having to curtail its 
standard of living. Certainly one of 


the cardinal duties of a Public Util- 
ities Commission is to consider the 
impact of its decisions on the eco- 
nomic welfare and growth of the state. 
Economic conditions do not distin- 
guish between interests, be they inves- 
tor or consumer, and economic forces 
and changes apply equally to all. 

Consequently, it is most important 
that “the end result is to be reached 
by a balancing of the investor and the 
consumer interests,” New England 
Teleph. & Teleg. Co. v. State (1949) 
95 NH 353, 361, 78 PUR NS 67, 76, 
64 A2d 9, and cases cited therein. 
Viewing these interests in the light of 
present conditions, it seems that the 
public welfare requires the stock- 
holders of the utilities to minimize 
their requirements, and exact a lower 
return than would be anticipated in 
more opulent abundant times. 

A rate of return is not frozen at any 
certain figure, nor is it guaranteed for 
the future, but is a fluid item, respond- 
ing to many forces. 

As to “attrition in the rate of re- 
turn,” it seems that this is merely a 
device to attain the same end result as 
the so-called “present reproduction 
cost” theory, which has been rejected 
in the past by this Commission in fa- 
vor of a rate base calculated on original 
cost less depreciation. Over the 
years, adherence to the “original cost” 
theory will remove any discrepancies, 
whether they be caused by inflation or 
deflation, and I, therefore, cannot 
accept the theory of “attrition.” 

It appears that the company requires 
the $700,000 received from the No- 
vember, 1951, temporary increase to 
cover its additional expenses, includ- 
ing higher income taxes, and the wage 
increase of December 30, 1951, in or- 
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der to bring its income up to a fair 
return, as outlined above. Therefore, 
I would favor allowance of this 


amount in the permanent rate tariffs of 
the company, and would disallow any 
higher tariff. 





ILLINOIS COMMERCE COMMISSION 


City of Marseilles 


Illinois — Company 


No. 39773 
March 19, 1952 


pene against failure of water utility to extend mains; 
rules established for extensions. 


Service, § 188 — Extension of water mains — Customer contribution — Sur- 


charge. 


Rules were established for water main extensions to provide for 50-foot 
free extensions, a 100-foot extension with a provision for a surcharge, and 
longer extensions under a plan for surcharge and a customer contribution 
subject to refund, and for adjustment when additional customers should 
be added, the company in each case paying for service connections and 


meters. 


By the Commission: On Septem- 
ber 20, 1951, the city of Marseilles 
filed with this Commission a formal, 
verified complaint against the Illinois 
Power Company, which operates a 
water property in Marseilles, com- 
plaining of the failure of Illinois Pow- 
er Company to extend its water mains 
to enable it to supply water to persons 
residing on Bratton avenue and in the 
vicinity of Bratton avenue in the city 
of Marseilles. 

After notice to the respondent, 
Illinois Power Company, hearings 
were held on the complaint before a 
duly authorized examiner of the Com- 
mission at its offices in Springfield, on 
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October 10, 1951, and January 16, 
1952. Complainant appeared by coun- 
sel at the hearings and presented evi- 
dence in support of the complaint, and 
the respondent appeared and presented 
evidence in support of its position. The 
Commission caused an investigation 
of the complaint to be made and pre- 
sented evidence at the hearings. At 
the close of the latter hearing the case 
was marked “Heard and Taken.” 

It is alleged in the complaint that 
the city of Marseilles has repeatedly 
requested the Illinois Power Company 
to extend its water mains and to sup- 
ply water to twenty-eight residents on 
Bratton avenue and vicinity in the city 
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of Marseilles, that said city has re- 
quested Illinois Power Company to fur- 
nish and install additional hydrants in 
the city for the purpose of giving fire 
protection to said twenty-eight resi- 
dents and that pursuant to certain pro- 
visions of an ordinance of said city 
contracting with Illinois Power Com- 
pany for the furnishing of water hy- 
drant service in said city, Illinois Pow- 
er Company is required to furnish and 
install the water hydrants requested. 
Attached to the complaint, as Exhibit 
A thereto, is a “petition” signed by 
twenty-five persons who live on Brat- 
ton avenue and vicinity in the city of 
Marseilles petitioning the Illinois 
Commerce Commission “to grant us 
water for fire protection and domestic 
use.” 

At the hearings the complainant in- 
troduced in evidence the ordinance 
referred to above, which was accepted 
and agreed to by Illinois Power Com- 
pany, and contended that by the terms 
of it Illinois Power Company is re- 
quired to install water hydrants in the 
city of Marseilles whenever requested 
to do so by said city, subject only to 
the condition that no such installation 
shall be required to be made within 
300 feet of any existing hydrant. 
Illinois Power Company denied this 
contention. 

At the hearings the respondent stat- 
ed that it is willing to extend its mains 
and provide water for the complaining 
residents in accordance with its regu- 
lar practice in such matters which is to 
require a deposit by potential water 
users desiring water of the cost of the 
extension in excess of 50 feet for each 
user. The complaining residents con- 
tend that the amount of the deposit 
required of them to obtain water serv- 
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ice under such a practice is too large 
and is unreasonable. 

The Commission having considered 
all of the evidence both oral and docu- 
mentary, and being fully advised in 
the premises is of the opinion and 
finds: 

(1) that Illinois Power Company 
is a corporation engaged in the busi- 
ness of supplying water for public use 
in the city of Marseilles, Illinois, and 
is a public utility within the meaning 
of the Illinois Public Utilities Act, as 
amended ; 

(2) the city of Marseilles, Illinois, 
on behalf of certain residents of said 
city, filed complaint with the Commis- 
sion against the Illinois Power Com- 
pany for its failure to extend its mains 
to supply water to said residents; 

(3) due and proper notice of the 
complaint and of the hearings held 
thereon required by law and the rules 
of the Commission was given to IIli- 
nois Power Company, and the Com- 
mission has jurisdiction of the parties 
hereto and of the subject matter here- 
of : 

(4) at present the residents of Mar- 
seilles desiring water have no public 
water supply and obtain water for their 
needs by means of cisterns, because it 
is impossible to obtain water from 
wells in the vicinity ; 

(5) the Commission has issued no 
rules or regulations providing for the 
extension of water mains by water 
utilities to supply water to potential 
users desiring water, nor does Illinois 
Power Company have on file with the 
Commission any rules or regulations 
covering the extension of water mains 
to supply water to potential users; 

(6) the standard practice followed 
by Illinois Power Company in the op- 
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eration of its water property at Mar- 
seilles in regard to extensions of its 
mains to furnish service to potential 
customers is to provide 50 feet of main 
and a service connection from the main 
to the property line free of cost to each 
customer, and if a main greater than 
50 feet per customer is required, the 
potential customers desiring water 
must deposit with the company before 
the main is constructed the amount of 
the cost of construction in excess of 50 
feet per customer, which deposit is re- 
funded as additional customers come 
on the line, the amount refunded being 
the cost of 50 feet of main for each 
new customer coming on the line; 

(7) in order for Illinois Power 
Company to supply water to the resi- 
dents of Marseilles who are requesting 
water it would have to lay 2,923 feet 
of 4-inch water main; it is estimated 


that the cost of laying such main would 
be $3.68 per foot, and the laying of 
such main would enable Illinois Power 
Company to provide water to twenty- 
seven residents in the area where it 
would be constructed ; 


(8) the total cost of constructing 
the 2,923 feet of 4-inch water main 
required in this case at the estimated 
cost of $3.68 per foot is $10,756.64; 
the amount of such cost which the 
Illinois Power Company would bear 
under its practice would be $4,600, 
leaving a balance of $6,156.64 to be 
deposited by the applicants for water, 
or a deposit of approximately $230 by 
each of the twenty-seven applicants ; 

(9) the practice followed by Illinois 
Power Company in the matter of ex- 
tensions of mains longer than 50 feet 
per customer to serve potential water 
users requires an unusually large de- 
posit of cash by potential water users 


in many cases, as in the instant case. 
and the deposit required in the jn. 
stant case is so large that the potential 
water users involved consider it unrea- 
sonable and are not willing to make 
the deposit required ; 

(10) the underlying reason ad- 
vanced for an extension rule requiring 
a deposit by a potential water user or 
users requiring the construction of a 
main in excess of 50 feet for each user 
to provide service, is that the revenue 
from such water user or users is not 
sufficient to give the water utility a 
fair return on the total investment 
required to make the extension; 

(11) an extension rule which 
would not require such a large deposit 
as is required in the instant case under 
the company’s practice, but which 
would require a smaller deposit and 
also provide revenue to the company 
for a return on its investment in that 
portion of the extension greater than 
50 feet per customer for which no de- 
posit is made and for expenses of 
maintenance, servicing, etc., such por- 
tion of the extension, would serve the 
same purpose as the extension rule 
now followed by respondent company; 
and such an extension rule is as fol- 
lows: 

(A) Free Extensions — Whenr- 
ever an extension of the water system 
is necessary to provide service to an 
applicant or group of applicants, the 
utility shall extend its mains without 
cost to the applicant or applicants for 
a distance of 50 feet for each applicant 
who will take service when water is 
made available, and shall make a serv- 
ice connection from the main to each 
applicant’s property line and _ install 
meters. 

(B) Extensions Subject to Sur- 
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MARSEILLES v. ILLINOIS POWER CO. 


charge — When an extension of the 
utility’s mains longer than that pro- 
vided for in paragraph (A) of this 
rule is necessary, but less than 100 
feet per applicant, in order that an 
applicant or a group of applicants may 
receive service, the utility shall install 
the main according to the following 
provisions : 

(1) The utility shall build the en- 
tire extension at its own cost, the to- 
tal construction cost to be determined 
in accordance with the Commission’s 
classification of accounts for water util- 
ities, and from such total construction 
cost there shall be deducted the con- 
struction cost of that portion of the 
extension constituting a free exten- 
sion under paragraph (A) above, and 
the costs of meters and service connec- 
tions. 

(2) The remaining cost shall be 
the surcharge base. 

(3) The cost per foot of the exten- 
sion shall be based on the average in- 
stalled cost per foot for the entire ex- 
tension after deducting the items enu- 
merated in subparagraph (1) above. 

(4) The total surcharge shall be 
124 per cent of the surcharge base per 
annum, shall be paid for a period of 
ten years, and shall then terminate. 

(5) The annual surcharge shall be 
prorated equally among the customers 
taking water from the extension and 
then divided into twelve equal instal- 
ments, payable monthly, provided, 
however, that in case an industrial or 
commercial customer desires to be 
served from the proposed extension, 
such customer shall pay that propor- 
tion of the surcharge which is repre- 
sented by the ratio of such industrial 
or commercial customer’s estimated 
annual consumption to the estimated 
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annual consumption of all customers 
on the proposed extension. The re- 
mainder of the surcharge shall be pro- 
rated equally among the remaining 
customers. 

(6) The monthly surcharge shall 
be in addition to the regular monthly 
charge for water at the utility's pub- 
lished rates. 

(7) As each new customer comes 
on the line after the original customers, 
the surcharge base shall be reduced by 
the amount of the original cost of 50 
feet, and the surcharge thus reduced. 

(C) Extensions of More Than 100 
Feet per Customer — When an exten- 
sion of the utility’s mains to serve an 
applicant or group of applicants 
amounts to more than 100 feet per 
customer, the total cost of the excess 
footage over 100 feet per customer, 
based on the average cost per foot of 
the total extension, shall be paid for 
by the prospective customers. The 
amount of the estimated total cost of 
such excess footage shall be deposited 
with the utility before construction 
will be commenced. This shall be in 
addition to the surcharge provided in 
paragraph (B) above. At the end of 
each calendar year for ten years the 
utility will refund to the customers 
who paid for the excess footage over 
100 feet per customer the cost of 50 
feet of pipe in place for each additional 
customer as of December 3lst, each 
year, but in no case will the total 
amount so refunded exceed the amount 
paid to the utility. After ten years no 
refund will be made. No reduction in 
the surcharge will be made until all 
parties who paid for such excess foot- 
age have been reimbursed. When all 
the money paid for the footage in ex- 
cess of 100 feet per customer has been 
93 PUR NS 
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refunded, subparagraph (7) of para- 
graph (B) shall apply, but the sur- 
charge to the original customers shall 
not be increased. 

(12) the 12} per cent surcharge 
on the cost of the portion of the ex- 
tension in excess of the 50 feet per 
customer constructed at the com- 
pany’s cost will give the company 
adequate revenue for a return on its 
investment in that portion of the ex- 
tension and for expenses of mainte- 
nance, servicing, etc., such portion of 
the extension; ten years is a reason- 
able time during which the water 
users benefited should be required to 
provide such revenue, and after such 
time if enough new water users have 
not come on the line to completely 
liquidate the surcharge, the necessary 
revenue should come from the whole 
water property ; 

(13) the surcharge extension rule 
set out in finding (11) above is a 
compromise between the two oppos- 
ing positions of the contending par- 


ties in this case; the deposit required 
under it in the instant case is lower 
than that required under the present 
practice of respondent company and 
from the standpoint of the water 
users who will receive the benefits of 
a public water supply is reasonable: 
the rule will provide sufficient revenue 
to respondent company for the pur. 
poses mentioned in finding (12) ; the 
rule on the whole and in the circum. 
stances here obtaining is reasonable; 
and the respondent company should 
be required to make the extension of 
its mains requested in this proceed- 
ing under the extension rule set out 
in finding (11) above. 

It is therefore ordered that Illinois 
Power Company be, and it is hereby 
directed to make the extension of 
water main required to provide water 
for the persons residing on Bratton 
avenue and vicinity in the city of Mar- 
seilles, Illinois, on whose behalf the 
complaint herein has been filed under 
the rule set out in finding (11). 





INDIANA PUBLIC SERVICE COMMISSION 


Re Regulations to Provide Facilities 


For Railroa 


No. 
April 


I 


d Employees 


23344 
4, 1952 


NVESTIGATION of rules and regulations presented by unions to 
require railroad companies to provide and maintain, at termi- 


nals and on rolling stock, for the use of employees, rooms 
equipped with wash basins, shower baths, and water coolers; 
dismissed for lack of jurisdiction. 


Railroads, § 10 — Jurisdiction of Commission 
The Commission has no statutory 
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Facilities for employees. 
power to promulgate rules and regulations 
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RE REGULATIONS FOR RAILROAD EMPLOYEES 


equired requiring railroad companies to provide and maintain, at terminals in the 
state and on running equipment, for the use of employees, rooms equipped 


S low - - er 
“ with wash basins, shower baths, and drinking water coolers. 


present 
ny and ¥ 
water APPEARANCES: For Respondents: Brotherhood of Railroad Engineers, 
efits of J The Indianapolis Union Railway Com- Hugh W. Dungan, Indianapolis, and 
onable; MH pany, Baker and Daniels, by Joseph J. Order of Railway Conductors, J. P. 
evenue f Daniels and Byron P. Hollett Indian- Cooper, Anderson; The B. & O. Chi- 
€ pur- @ apolis; Grand Trunk Western Rail- cago Terminal Railroad Co., E. W. 
2) ; the HH road Company, Crumpacker, May, Ladenman, Chicago, Illinois; Elgin, 
‘ircum- fH Beamer, Levy & Searer, by George N. Joliet & Eastern Railway Co., H. L. 
mnable; # Beamer, South Bend; Baltimore and Hackbert, Chicago, Illinois; The Penn- 
should J Ohio Railroad Company, Ralph M. _ sylvania Railroad Company White, 
sion of HH Buzek, Assistant General Counsel, Raub, Craig & Forrey, Indianapolis, 
‘oceed- HH Cincinnati, Ohio; L & N Railroad Co. Indiana. 
et out Mand Southern Ry. Co.,’ Darby and For the Public: Walter F. Jones, 
: Fitzgerald, Evansville; The NYC Public Counselor, and Lloyd C. 
llinois fH Railroad Co., The NYC Railroad Wampler, Assistant Public Counselor. 
hereby HJ Company, lessee of the Mich. Central 
on of # Railroad Co., The NYC Railroad Co., By the Commission: On the 15th 
water I lessee of the CCC & St. Louis Railroad day of February, 1952, upon presenta- 
ratton [ Co., (Big Four), The NYC Railroad tion of the above-captioned matter to 
‘Mar- @ Co., lessee of the Peoria & Eastern Ry. the Commission by the railroad depart- 
lf the J Company and The Indiana Harbor ment thereof, an order was approved 
under ## Belt Railroad Company, Marvin A. setting said matter for public hearing to 
Jersild, Assistant General Counsel be held in the rooms of the Commis- 
Chicago, Illinois; Wabash Railroad sion, 401 State House, Indianapolis, 
Company, J. H. Miller and G. A. Indiana, at 10 o'clock a.m., on March 
Schuessler, Attorneys, St. Louis, Mis- 5, 1952, at which time upon oral mo- 
souri; Erie Railroad Company, Bow- tion, made by O. R. Livinghouse, at- 
ers, Freightner & Palmer, by Lee M. torney, acting for and on behalf of the 
Bowers, Huntington ; Chicago, Indian- attorneys for the respondent railroad 
apolis & Louisville, J. Arden Rearick, companies herein, that continuance be 
Lafayette; Illinois Central Railroad granted to Wednesday April 2, 1952, 
Company, Chicago & Eastern Illinois for the purpose of enabling respondents 
Railroad Co. and New York, Chicago to file a composite brief in support of 
& St Louis Railroad Co., Hays & 4 motion to be subsequently filed to 
Hays, Sullivan, by J. O. Vanier; Chi- dismiss these proceedings. The afore- 
cago, Milwaukee, St. Paul & Pac. R. R. said motion to continue was sustained 
Co., Bert Beasley, Indianapolis; The and said matter was continued to be 
Chesapeake & Ohio Railway Company, heard on the jurisdictional question 
Albert H. Cole, Peru; Brotherhood of at 10 o’clock a.m., Wednesday, April 
Railroad Trainmen, Ray C. Gilbert, 2, 1952. 
Indianapolis; Brotherhood of Loc. Thereafter, on the 21st day of 
Firemen & Enginemen Indianapolis, March, 1952, the said brief was filed 
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with the secretary of this Commis- 
sion. 

Thereafter, on the 24th day of 
March, 1952, the respondent rail car- 
riers involved herein filed their respec- 
tive motions with said secretary to 
dismiss proceedings in this cause upon 
the ground and for the reason, as there- 
in alleged, that the Commission has 
no jurisdiction or power to adopt and 
promulgate rules and regulations of 
the type and character which are the 
subject of the hearing to be held on 
said motion to dismiss. 

Thereafter, in the rooms of the Com- 
mission, 401 State House, Indianapo- 
lis, Indiana, oral argument was held 
on the said motion to dismiss, with ap- 
pearances as above noted. 

The Commission, having considered 
applicable statutes, the said brief of 


respondents filed March 21, 1952, and 
the arguments and statements of coun- 
sel for respondents and the railroad 
brotherhoods, finds ‘‘that the Public 
Service Commission of Indiana has no 
statutory power to approve and pro- 
mulgate the rules and regulations as 
herein presented by the railroad broth- 
erhoods through the railroad depart- 
ment of this Commission and _ that, 
therefore, the motion of respondents 
to dismiss these proceedings should be 
sustained and said proceedings dis- 
missed and it will be so ordered.” 

It is therefore ordered by the Public 
Service Commission of Indiana, that 
the motion to dismiss the proceedings 
in this cause numbered on the docket 
of this Commission 23344, be, and the 
same hereby is, sustained and said pro- 
ceedings dismissed. 





ARKANSAS PUBLIC SERVICE COMMISSION 


Re Capital Transportation Company 


Docket No. U-562 
April 25, 1952 


PPLICATION by transit company for authority to increase 
fares; findings made in accordance with order of court. 


Valuation, § 193 — Depreciated property — Inadequate past depreciation. 


1. Property which has not been fully depreciated under a company’s de- 
preciation practices, but which on the basis of a proper age life should have 
been depreciated, should be eliminated from the rate base, p. 149. 


Valuation, § 36 — Rate base determination — Original cost. 
2. Depreciated original cost, plus cost of new busses, materials and supplies, 
and working capital, was adopted as a proper rate base for a transit company, 
p. 149. 

Valuation, § 42 — Rate base determination — Market value of stock. 


3. The rate base of a transit company should not be predicated upon the 
market value of the company’s common stock as shown by the most recent 
stock sale by the company, p. 149. 
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RE CAPITAL TRANSPORTATION CO. 


Return, § 24 — Reasonableness — Attraction of capital. 
4. The return allowed a public utility should be large enough to attract 
capital and maintain the financial integrity of the company, p. 151. 


Return, § 45 — Reasonableness — Competitive industry. 
5. The allowable rate of return to a highly competitive industry, such as a 
transit tompany, should and must be higher than the rate allowed those 
industries enjoying a monopoly in their field, p. 151. 


Return, § 108 — Transit company. 
6. A rate of return of 10 per cent was held to be equitable, fair, and neces- 
sary in order to attract capital required by a transit company, p. 151. 


Rates, § 504 — Diminishing return — Transit company. 
Discussion of the diminishing returns of a transit company when rates, 
because of increasing costs and additional tax burdens, result in decreased 


patronage, p. 152. 


By the Commission: This matter 
came on for final hearing before the 
full Commission on April 3, 1952, pur- 
suant to an order of the Commission 
setting this date for hearing. Mr. Eu- 
gene R. Warren, of the law firm of 
Bailey & Warren, 1001 Union Life 
building, Little Rock, Arkansas, ap- 
peared for petitioner, Capital Trans- 
portation Company, and Mr. O. D. 
Longstreth, Jr., and Mr. Joseph 
Brooks, city attorney and assistant 
city attorney, respectively, of the city 
of Little Rock, Arkansas, appeared for 
and on behalf of the city of Little Rock, 
the intervenor herein, and the staff of 
the Arkansas Public Service Commis- 
sion appeared for and on behalf of the 
Commission. This hearing is a con- 
tinuation of a series of hearings arising 
as a result of an application for fare in- 
crease on June 1, 1951, by the Capital 
Transportation Company, included in 
which was a petition for authority to 
make a charge of 5 cents on each trans- 
fer issued by the petitioner and for the 
further right to eliminate tokens. 


It is considered material and of im- 
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portance to an understanding of the 
issues presented, that the logical se- 
quence of events be enumerated under 
the heading of “Report” herein. 


On June 1, 1951, the Capital Trans- 
portation Company, hereinafter re- 
ferred to as CTC, filed its petition 
with this Commission stating that it 
was faced with the demand for wage 
increases by its employees and that it 
was unable to grant wage increases 
without an adjustment in its fare struc- 
ture. The petition further stated that 
there had been a work stoppage by 
petitioner’s employees, arising as a 
result of its failure to agree to a wage 
increase. Petition alleged that an 
emergency existed and asked authority 
to eliminate the token system (six to- 
kens for 55 cents) and charge a 
straight 10 cents fare and to make a 
charge of 5 cents on each transfer is- 
sued by petitioner. This Commission 
was being beseiged by demands from 
the riding public served by CTC to use 
its every effort in restoring service and 
in solving the problem which brought 
about the work stoppage. Immediate- 
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ly upon receipt of the petition of June 
lst the Commission held a hearing, 
and on June 2, 1951, entered its order 
finding that an emergency existed and 
setting hearing for adjustment of 
CTC’s fare structure for June 5, 1951. 

On June 5, 1951, the hearing was 
held before the Commission with the 
cities of Little Rock, North Little Rock, 
and Cammack Village being repre- 
sented, at which time and after hearing 
of testimony, the Commission found 
that an emergency existed and ordered 
that public health, safety, and welfare 
demanded that the rate schedule sought 
by CTC be effective, conditioned upon 
immediate resumption of service by 
CTC. The Commission further or- 
dered that the rate schedule remain in 
full force and effect pending a final 
order of the Commission entered after 
full and complete investigation and 
hearing. At the same time the Com- 
mission ordered “that the staff of the 
Commission is directed to institute a 
full and complete study of the rate 
structure of petitioner so as to supply 
the necessary data to this Commis- 
sion to enter such orders as are nec- 
essary to give to petitioner a reason- 
able rate of return on its investment.” 

On August 22, 1951, the city of 
Little Rock, through its city attorney, 
filed its motion demanding an imme- 
diate hearing for final determination of 
a fare structure for CTC. In response 
to such petition, the Commission set 
for hearing the petition of CTC on 
September 24, 1951. Hearing was 
held at this time and was adjourned 
until October 22, 1951, in order to 
allow the interested parties to study 
the exhibits introduced and the tes- 
timony presented. On October 22, 
1951, the hearing was resumed and 
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again on October 26th and again on 
October 31st for cross-examination of 
CTC’s witnesses and direct and cross- 
examination of the Commission’s chief 
accountant and chief engineer. At all 
of these hearings, the charge of 5 cents 
for transfers by CTC was vigorously 
opposed by the city of Little Rock. 
On November 6, 1951, an order was 
entered by the Commission finding 
that, from its investigation, the com- 
pany was entitled to a rate increase. 
The majority of the Commission did 
not consider it advisable to set a rate 
base and a specific rate of return for 
CTC, since the majority was convinced 
that if such specific rate base and rate 
of return were declared the result, in all 
probability, would be an additional fare 
increase in order to allow CTC to earn 
a reasonable return. The majority 
opinion of this Commission authorized 
the placing into effect immediately by 
CTC of an adult fare of 13 cents, two 
for 25 cents, children’s fare of 5 cents, 
and an elimination of transfer charges. 
Chairman Scott Wood dissented from 
this opinion. 

On November 14, 1951, the city of 
Little Rock filed its application for 
rehearing, alleging among other things 
that the order of the Commission 
should have contained specific findings 
establishing a rate base, a rate of re- 
turn, and an allowance for depreciation. 
Thereafter the city of Little Rock. 
through its city attorney, filed a peti- 
tion for review of the order of this 
Commission and, at the same time, a 
motion for appeal to the Pulaski cir- 
cuit court. This Commission through 
Honorable John R. Thompson, a mem- 
ber, filed its answer to the petition of 
the city of Little Rock stating, among 
other things, that the designation of a 
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rate base, a proper rate of return, and 
a proper depreciation schedule might 
result in an increase of fares over and 
above the fares authorized in the order 
of the Commission. The Commission 
further pointed out in its answer that 
if it adopted the rate base requested 
by the attorney for the city of Little 
Rock, based upon the last sale price of 
the common stock of CTC, it would 
result in changing the rate base of 
practically every utility operating in 
Arkansas and would violate the rules 
of the Commission and place the rate 
hase of utilities upon a fluctuating 
stock market which changes from day 
to day. The city attorney continued 
to insist upon his views. 

On February 27, 1952, the Pulaski 
circuit court remanded this cause to 
the Commission with directions to es- 
tablish a specific rate base, a rate of 
return, and an allowance for deprecia- 
tion. By order of March 5, 1952, this 
cause was set for hearing on March 
27, 1952. 

On March 24, 1952, hearing was 
postponed to April 3rd at which time 
hearing was held and further testimony 
and exhibits presented by both CTC 
and the Commission staff. 


Findings 
Preliminary Statement 


We do not make the specific findings 
which the evidence and constitutional 
requirements compel us to reach as a 
matter of choice. We have been or- 
dered to make a specific finding of (1) 
arate base, (2) a rate of return, and 
(3) an allowance for depreciation. 
This order is the result of the insist- 
ence of the city attorney of the city 
of Little Rock that specific findings 
be made. It was the opinion of the 


majority of this Commission at the 
time of its former order, and is the 
opinion at the present time, that spe- 
cific findings of these items will reflect 
that CTC is not now making a fair 
return measured by constitutional 
standards. The position of CTC and 
similar transit companies is one which 
requires more than a mere mathemat- 
ical computation of percentages in fix- 
ing a proper fare structure. By this we 
mean that no order of this Commission 
can assure CTC that it will receive any 
specific amount of money. As respects 
its fare structure, we believe that CTC 
has reached, or is fast reaching, the 
point of diminishing returns. It is our 
opinion that any further fare increase 
may meet rider resistance dispropor- 
tionate with normal operation, and 
might result in less revenue than is 
received under the present fare struc- 
ture. If rate fixing as respects urban 
transit companies is to be by pure 
formula as seems to be insisted by 
some, then we have no other alterna- 
tive than to state what we consider to 
be the proper rate base, the proper 
rate or percentage of return, and a 
proper allowance for depreciation, not- 
withstanding, in our opinion, the com- 
pany could not earn the equivalent of 
what would be, under normal utility 
regulations, an adequate return. 


The Rate Base 


[1-3] In its first exhibits CTC 
urged a rate base of $2,120.274.13. 
This proposed base was composed of 
$1,901,076.67 undepreciated proper- 
ties, $69,297.46 materials and supplies, 
and $150,000 working capital. Upon 
order of the Commission the Com- 
mission’s staff instituted an extensive 
study of the depreciation practices of 
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CTC and determined that CTC had 
heretofore depreciated its properties 
upon a group life basis. This resulted 
in some busses being left in the com- 
pany’s rate base for a longer period 
than what we considered was the prop- 
er age life of the bus. The staff rec- 
ommended that the depreciation prac- 
tices be changed from the group life 
to unit life basis. In doing this it 
wrote out of CTC’s rate base all busses 
ten years old or older regardless of 
whether they were in service at the 
present time or not. In addition, de- 
preciation practices on the overhead 
system were changed which resulted 
in the elimination of additional dollars 
from this account. The staff was of 
the opinion that the practice of the 
company in amortizing certain remain- 
ing value in the old building should be 
discontinued, and that intangibles 
should be eliminated from the rate 
base. This resulted in a finding of the 
staff of a depreciated original cost of 
$1,513,125.30. Annual depreciation 
charges were then reduced from $216,- 
401.06 as of December 31, 1951, to 
$147,811.16, to which must be added 
the sum of $24,904.56 which is the 
depreciation allowable on the new 
busses purchased and now on hand, or 
an annual depreciation allowance as 
of today of $172,715.72. The com- 
pany, under the staff's recommenda- 
tions will receive a depreciation allow- 
ance of $14,392.97 monthly. 

The general effect of the recom- 
mendation of the Commission staff 
for the change in depreciation practices 
is to eliminate from CTC’s rate base 
properties which had not been fully 
depreciated but which the staff consid- 
ered had not been properly depreci- 
ated. The reasoning of the staff which 
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we adopt was that the present riders 
should not be made to pay depreciation 
which should have been paid for py 
riders in the past. The company’s ar- 
gument that our action amounted to 
its not receiving just compensation, 
that is, not being allowed to place in its 
depreciation fund full value of the prop. 
erties based upon a cost basis, is one 
that would be ever present regardless 
of when a change in depreciation prac. 
tices was ordered. Since it is our opin- 
ion that the depreciation practices of 
the company should be changed, we 
adopt the recommendations of the 
staff, which amounts to elimination of 
$153,733.11 from the company’s rate 
base by this change in depreciation 
practices. We find that a_ proper 
rate base for CTC is as follows: 


Depreciated Original Cost 
Cost of New Busses 
Materials and Supplies 
Working Capital 


This gives a total rate base upon 
which the company is entitled 
to earn a reasonable return of $1,906,468.57 


The city of Little Rock argues that 
the rate base allowed the CTC should 
be the cost of the common stock in the 
most recent sale by the company. We 
cannot adopt the theory and set a prec- 
edent of accepting the market value 
of the securities of a utility as being 
the proper measure of a rate base. 
There must be some uniform standard 
basis for determination of a utility’s 
rate base. After many years of con- 
troversy, and many years of very 
thorough study, regulatory _ bodies 
generally have accepted as the proper 
measure for a utility’s rate base the 
original cost of the utility’s properties 
to which has been applied a straight- 
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line depreciation percentage. We are 
fearful that should we attempt, in order 
to reduce the rate base of this particular 
utility, to deviate from the established 
and standard rules, we would find our- 
selves faced with tremendous demands 
from other utilities in the very near 
future. We point out, however, that a 
rate base, based upon the cost of the 
stock at $866,676, the cost of the new 
busses, $249,045.81, materials and sup- 
plies, $69,297.46, and working capital. 
$75,000, would amount to a total of 
$1,260,019.27. Even if we accepted 
the city’s contention that the rate base 
should be predicated upon the market 
value of the stock, it is quite apparent 
that the company is still not receiving 
a fair return based upon its operations 
under the present fare structure. 


Rate of Return 


[4-6] The rule is universal that the 
return allowed a public utility should 
be large enough to attract capital and 
maintain the financial integrity of the 
company. In determining what would 
be a reasonable rate of return for the 
CTC we are confronted initially with 
the fact that an urban transit company 
is not a true public utility in the sense 
that it occupies a monopolistic position. 
The fundamental theory underlying 
close regulation of public utilities is 
that the utility occupies a governmental 
granted monopoly, and having received 
this special privilege from the govern- 
ment, its earnings and service are sub- 
ject to a regulation which, if applied 
to private industry subject to hazards 
and competition, would be termed 
socialistic and confiscatory. An urban 
transit company has substantial com- 
petition, including private automo- 
biles, taxicabs, pooled riding, etc. It 
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also faces hazards with respect to fu- 
ture expectations of revenues greater 
in proportion than any other type of 
utility. Weather conditions, unfore- 
seen holidays (such as the recent 
closing of schools because of an epi- 
demic), work stoppages, and many 
other factors cause anticipated rev- 
enues of the company to suffer great 
fluctuations and possibility of declines 
without a corresponding decline in ex- 
penses. Because of a peculiar fran- 
chise arrangement between CTC and 
the city of Little Rock, this company 
not only faces the hazards of ordinary 
transit operations, but it occupies the 
peculiar status of having its service 
regulated by three city councils (inde- 
pendently of each other) and its fares 
fixed by this Commission. We do not 
relish the duty which is placed upon us 
to adjust fares upward to meet rising 


costs and additional expenses brought 
about by demands for more service in 
areas which are not sufficiently popu- 


lous to support that service. The evi- 
dence in this case reflects that on sev- 
eral occasions requirements for addi- 
tional service over what appeared to be 
a short distance, actually changed lines 
operating in the black to “red figure” 
operations. We do not mean to be 
critical of the requirements for addi- 
tional service mentioned herein. We 
have no evidence before us upon which 
to base an opinion as to the public 
necessity therefor. We merely cite 
these incidents as demonstrating that, 
in the urban transit industry, what to- 
day may be a profitable operation, to- 
morrow can be changed into a burden- 
some loss. 

Other authorities who have made 
extensive studies of urban transit prob- 
lems have declared that the bus seat, 
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or the bus ride, is the most perishable 
commodity being offered for sale in 
the commercial world. If the seat is 
not sold, there is never an opportunity 
to offer it for sale again. When the 
bus trip has been made, that particular 
commodity, that is, the bus seat, has 
ceased to exist and cannot be placed 
in stock for subsequent sale. This haz- 
ard confronts few private enterprises. 

For years, 6 per cent per annum has 
been regarded as a fair rate of return 
for utilities in Arkansas. Experience 
has shown, however, that the allowable 
rate of return to a highly competitive 
industry should and must be higher 
than the rate allowed those industries 
enjoying a monopoly in their field. 
State or regulatory bodies have in- 
creasingly come to a realization that to 
place an urban transit company in the 
same category with an electric or tel- 
ephone company is unwise and causes 
ultimate financial distress to the trans- 
it company. What is a proper rate of 
return must depend upon the facts of 
the particular case. Reference to prec- 
edent from other states reflects al- 
lowed rates of return from 14} per 
cent downward, with but few allow- 
ances as low as 6 per cent. The wit- 
nesses presented on this particular 
question both agreed that in order to 
attract capital and maintain or re-es- 
tablish some semblance of financial 
integrity, CTC would be required to 
have a rate of return near 15 per cent. 
30th of these witnesses are well versed 
in the field of corporate finance, one 
of them having owned interest in sev- 
eral transit companies and demon- 
strated a surprising knowledge of 
transit company ills and problems. 
We were impressed with the sincerity 
of their testimony and the cogent rea- 
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sons advanced by them in support o 
their conclusions, but we cannot agree 
that 15 per cent would be a proper rate 
of return in this case. Neither do we 
think that 6 per cent is adequate. We 
do think that a rate of return of 10 
per cent would be equitable, fair, and 
necessary in order to attract capital. 
We think that we should observe in 
passing that in addition to the highly 
competitive and hazardous position of 
CTC, its problems are greatly increased 
by an unusual tax burden which it must 
pass on to the riding public. At the 
expiration of the October 31st hearing, 
the Commission directed that its staff 
prepare an exhibit showing the amount 
of taxes paid by CTC from the period 
of June 1, 1950, to May 31, 1951. 
This exhibit reflects that the company 
paid during this period $269,366.22 to- 
tal taxes which were broken down as 
follows: 
Federal 
State of Arkansas 
City of Little Rock 


City of No. Little Rock 
State of Delaware 


It is quite apparent that the company 
has had heaped upon it a very sizable 
tax load which it passes on to the rid- 


ing public. The end result is that the 
company is being used as a vehicle for 
indirect taxation upon the persons least 
able to bear the tax burden, i.e., per- 
sons who must ride the busses and trol- 
leys. It is not within the power of the 
Commission to grant relief from tax 
burdens, but the Commission feels that 
the public should know that additional 
taxes mean increased fares. 

The evidence in this hearing has 
convinced us that the urban transit in- 
dustry as a whole is a sick industry 
and that considerable study and ex- 
perimentation faces the industry if 
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it is to survive in the face of increasing 
costs and diminishing returns. It is 
possible that its answer lies in adopting 
some new modernized and streamlined 
fare structure so that it can recapture 
the short-haul rider which increased 
fares has lost to it and yet receive a 
reasonable compensation from the 
long-haul rider. CTC is ordered to 
begin studies as soon as reasonably 
practicable and present to this Com- 
mission its conclusions in accordance 
with this recommendation. This is 
not to be interpreted as an invitation 
for fare increases, but as a readjust- 
ment, if practical to recapture business 
lost to competition or to “foot power.” 

When a reasonable rate of return is 
applied to the rate base which we con- 
sider proper and constitutional, compu- 
tation reflects that in order to receive 
a fair return it would be necessary for 
CTC to charge a fare of approximately 
16 cents for adults. It is our opinion 
that this would create an impossible sit- 
uation and that such a fare structure 
would create such resistance of riding 
that it is possible that ultimate revenues 
would not exceed the revenues under 
the present structure. Even though 
mathematical formula might indicate 
an increased fare structure for CTC, 


this Commission is of the opinion that 
the answer to the company’s problems 
cannot be met by further fare increases. 
In compliance, therefore, with the or- 
der of the court, we make a specific 
finding of the rate base, a fair rate of 
return for this particular industry, and 
an allowance of depreciation, but we 
are not required under the order to 
go further and we decline to disturb the 
present fare schedule. 


ORDER 


It is therefore ordered that (1) the 
rate base of CTC is established as fol- 
lows: original cost depreciated as 
found by the Commission’s staff $1,- 
513,125.30, cost of new busses $249,- 
045.81, materials and supplies $69,- 
297.46, working capital $75,000, a 
total of $1,906,468.57 ; (2) that a rate 
of return of 10 per cent per annum is 
fair and reasonable in this case; (3) 
the company be allowed annual de- 
preciation charges of $172,715.72; (4) 
the fare structure presently in existence 
be continued without change; (5) 
CTC begin studies toward economy 
in operation, adjustment of tax bur- 
dens, and readjustment of fare struc- 
ture, making reasonable reports on 
progress to this Commission. 
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T-252-52.10 
April 8, 1952 
vis 
Mi 
an 
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Service, § 441 — Telephones — Automatic answering and recording devices. inv 


1. It is in the public interest that automatic telephone answering and record- J iM! 
ing service be made available to subscribers, p. 154. set 


= by telephone company for authority to file rates 
i and regulations for automatic answering and recording 
service to be offered customers on experimental basis; approved. 


Service, § 441 — Telephones — Duration of trial of answering devices. be 
2. The Commission, in approving a telephone company’s offering of auto- 
matic answering and recording service to the public on an experimental basis, 
will not limit its authorization to any fixed period but will make the authoriza- 
tion subject to future order, p. 154. 


* 


[1,2] By the Commission: On 
January 8, 1952, an application was 
filed by the Michigan Bell Telephone 
Company for authority to file rates, 
charges, rules, and regulations for au- 
tomatic answering and_ recording 
service which it proposes to offer to 
its customers on an experimental ba- 
Sis. 

From the application it appears that 
there exists a demand by the telephone- 
using public for automatic telephone- 
answering service which will permit 
the giving and receiving of messages at 
unattended telephones. Upon an ex- 
perimental basis, Michigan Bell Tele- 
phone Company proposes to furnish 
and maintain devices which will permit 
automatic answering and recording at 
unattended telephones and at the same 
time permit the furnishing of satisfac- 
tory telephone service. Such devices 
are proposed to be physically connected 
directly to the telephone line. The 
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customer will record on a disc or other 
suitable media the message he wishes 
calling parties to receive. Application 
of the ringing current to the line will 
activate the mechanism which repro- 
duces the message to the calling party. 
The calling party may then leave a 
message which is recorded and which 
can be reproduced at the customer's 
convenience. Thus, the calling party’s 
name, telephone number, message, his 
order for goods or services, or other 
information, is recorded. 

Request is therefore made that rates, 
charges, rules, and regulations be es- 
tablished on an experimental basis for 
automatic answering and _ recording 
service to be furnished by the tele- 
phone company. Applicant avers that 
only actual experience with the service 
will determine whether it is in the 
interest of good telephone service gen- 
erally and therefore has proposed that 
the offer to the public be on an experi- 
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mental basis not to extend beyond 
January 1, 1953. 

In relation to the matter herein con- 
sidered there is now pending before 
the Federal Communications Commis- 
sion a proceeding initiated by com- 
plaints filed with the Commission 
against the “foreign attachment” pro- 
visions of the interstate tariffs of 
Michigan Bell Telephone Company 
and other Bell System companies, and 
also a proceeding initiated by the FCC 
involving the use of telephone answer- 
ing devices in interstate and foreign 
service. These matters having not 
been finally determined, the approval 
here given is without prejudice to a 
final determination of the issues in the 
FCC proceedings as they may relate 
to intrastate services of the Michigan 
Bell Telephone Company, or of inde- 
pendent Michigan telephone compa- 
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‘ation The Commission has carefully con- 
> will @ sidered the matter and, being fully ad- 
epro- #@ vised in the premises, finds that it is 
arty. in the public interest that automatic 
ve a @ answering and recording service be 
hich made available as proposed by appli- 
her's cant, but that the authorization should 
rtys not be limited to any fixed period, but 
his should be subject to future order by 
ther the Commission. 
™ Therefore, it is ordered that the of- 
my tering of automatic answering and re- 
for cording service by the Michigan Bell 
tne Telephone Company to its customers 
rg is hereby approved and that such serv- 
sat ice be provided on an experimental 





basis until further order by the Com- 
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No. 2, the following rules, regulations, 
rates, and charges for the said auto- 
matic answering and recording serv- 
ice: 

1. General 

a. The telephone company will fur- 
nish automatic answering and record- 
ing service which provides for the au- 
tomatic answering of telephones, the 
transmission of a prepared message to 
the calling party, and the automatic 
recording of a message from the calling 
party. 

b. The telephone company will fur- 
nish all equipment required for such 
automatic answering and recording 
service. 

c. Automatic answering and record- 
ing service is available for use with 
all classes of exchange service and 
PBX stations where full selective ring- 
ing is employed. The service is not 
available at telephones where semi- 
selective or nonselective ringing is 
used. 

d. The automatic answering and 
recording equipment automatically dis- 
connects the called telephone after the 
completion of the period provided by 
the equipment for recording incoming 
messages. 

e. Since the subscriber and calling 
parties have exclusive control over the 
quality and characteristics of speech 
used in the messages recorded, the tele- 
phone company has no liability for the 
quality of, or defects in, the recordings 
of such messages. 

f. The subscriber indemnifies and 
saves the telephone company harmless 
against all claims arising from the ma- 
terial transmitted over facilities fur- 
nished hereunder, including claim for 
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libel, slander, fraudulent or misleading 
advertisements, infringement of copy- 
right or any other claims and against 
all claims arising out of any act or 
omission of the subscriber or of the 
calling party in connection with facili- 
ties provided by the telephone compa- 
ny. 

g. Where the automatic answering 
and recording equipment provided by 
the telephone company involves the use 
of discs for recording the answering 
and incoming messages, one answering 
and one recording disc will be fur- 
nished at the time of installation with- 
out additional charge. Additional 
answering and recording discs will be 
furnished upon request in quantities 
of ten or any multiple thereof at 
the rates specified in paragraph 2 
below. 

2. Rates 


Automatic answering and record- 
ing is furnished at the following 
charges: 


Non- 
recurring Monthly 
Charge Charge 
a. Automatic answering 
and recording equip- 
ment (includes one 
answering and _ one 
recording disc where 
required ) 
b. Ten additionat answer- 
_.) re 
Ten additional record- 
ing discs 
c. Move Charges: 

When the equipment is 
moved to a different 
location on the same 
premises “oe 
When the equipment is 
moved to a different 
premises 


It is further ordered that the ap- 
proval herein is without prejudice to 
a final determination of the 
raised in the Federal Communications 
Commission proceedings hereinbefore 
mentioned as said issues may relate to 
intrastate services in Michigan. 

The Commission retains jurisdic- 
tion of the matters herein contained 
and reserves the right to issue such 
further order, or orders, as the cir- 
cumstances may require. 


issues 
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UTAH PUBLIC SERVICE COMMISSION 


Re Central Utah Transportation Company 


Case No. 3577 
April 18, 1952 


PPLICATION by motor carrier for authority to discontinue a 
portion of operating rights; granted. 


Service, § 231 


Abandonment — Operation at a loss. 


1. A public utility cannot, in the absence of contract, be compelled to con- 


tinue to operate at a loss, p. 158. 


Service, § 232 — Abandonment — Inadequate revenues. 
2. A public utility does not irrevocably devote its property to the public use, 
but only on condition that the public shall supply sufficient traffic on a rea- 
sonable rate basis to yield a fair return; and, if it develops that future opera- 
tions must be at a loss, the utility may surrender its franchise, discontinue 
operation, and dismantle and sell its properties, p. 158. 


APPEARANCES: Arthur H. Nielsen, 
for Central Utah Transportation Co. ; 
Clair M. Aldrich, for Provo City; 
Gregory E. Austin, for Provo Cham- 
ber of Commerce; J. W. Gillman, 
Mayor, for Orem City ; Wm. H. Fack- 
rell, for I. B. of T.C.W. & H. of A. 
Local 222 A.F. of L.; C. W. Fergu- 
son, for Public Service Commission of 
Utah. 


By the Commission: This matter 
coming on for hearing before the Com- 
mission on the 9th day of April, 1952, 
at 10 o’clock a.m. of said day, at Utah 
County Court House, Provo, Utah, 
upon application of Central Utah 
Transportation Company, a corpora- 
tion, for discontinuance of motor com- 
mon carrier passenger service within 
and between the cities of Provo and 
Orem, Utah, and for authority to 
abandon a portion of its operating 
rights under Certificate No. 927, here- 


tofore issued by this Commission to 
Central Utah Transportation Compa- 
ny, and upon an order to appear and 
show cause why penalties should not 
be assessed for failure to file insurance 
in violation of the laws and statutes of 
the state of Utah and the rules and 
regulations of this Commission, and 
the Commission having heard evidence 
introduced and presented by the appli- 
cant in support of its application and 
in defense of its failure to file insur- 
ance, and there being no protests of- 
fered in opposition, and no evidence 
of any description presented against 
the granting of the application, and 
the Commission being fully advised 
in the premises, and the matter having 
been submitted, the Commission now 
makes and enters the following find- 
ings of fact and conclusions: 


Findings of Fact 
1. That the applicant, Central Utah 
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Transportation Company, is a corpo- 
ration organized under and pursuant 
to the laws of the state of Utah and 
maintains its office and principal place 
of business in Provo, Utah; that this 
company was formerly known as Yel- 
low Cab Company of Provo prior to 
its reorganization and incorporation 
as Central Utah Transportation Com- 
pany; that under its management is 
operated the Yellow Cab Company in 
Provo, as well as a transfer company 
operating wholly within the city lim- 
its of Provo, Utah, and a subsidiary 
known as the Utah Valley Lines, en- 


gaged in transporting passengers in‘ 


intrastate commerce as a motor com- 
mon carrier within and between the 
cities of Provo and Orem, Utah, as 
well as between Provo and Geneva, 
Utah, and the intermediate points of 
Orem, Pleasant Grove, American 
Fork, and Lehi, Utah. 

2. That heretofore and on March 
17, 1952, the applicant corporation 
filed an application herein to abandon 
and discontinue its motor common 
carrier operations in the transporta- 
tion of passengers within and between 
the cities of Provo and Orem, Utah, 
alleging that the counts of passengers 
transported since the first of January, 
1952, have decreased to the point 
where the costs of operations are pro- 
hibitive as compared with the reve- 
nues received, and that the corpora- 
tion is presently operating at a loss by 
reason of the failure of the public to 
patronize its service. 

3. That the evidence introduced at 
the hearing in respect to operations by 
the applicant within and between the 
cities of Provo and Orem, Utah, as 
well as in respect to operations be- 
tween Provo and Geneva, Utah, and 
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intermediate points, reflected constant 
daily losses, and for the period ending 
December 31, 1951, the financial state. 
ment of the applicant corporation 
showed a loss of $23,252.31 ; that since 
January 1, 1952, the aforesaid opera- 
tions have shown daily losses ranging 
from $32.86 to as much as $297.53, 
and there is no prospect that condi- 
tions will change or that losses will 
not continue to be suffered. 

4. That further, it was shown in 
evidence that every attempt has been 
made to secure insurance covering the 
operations of the applicant corporation 
between Orem and Provo, Utah, and 
that in all instances the applicant cor- 
poration has been unable to procure 
insurance at a figure which could be 
met by the applicant corporation ; that 
numerous attempts have been made to 
borrow moneys from banks to finance 
the procurement of additional insur- 
ance, without success, and _ that 
through no fault of its own, the appli- 
cant corporation has been financially 
unable to procure insurance to cover 
its operations. 

5. That attempts have been made 
from time to time to find some per- 
son, firm, or corporation willing and 
able to buy and operate the proper- 
ties of the applicant corporation, but 
the search has proven unsuccessful, 
and that if operations are continued, 
the final result will unquestionably be 
bankruptcy of the applicant corpora- 
tion. 


Conclusion 


[1,2] A public utility cannot be 
required to continue operating at a 


loss. Numerous cases could be cited 
on this proposition. We think the law 
is aptly stated by the United States 
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RE CENTRAL UTAH TRANSPORTATION CO. 


circuit court of appeals, tenth circuit, 
in the following language: 

“A public utility cannot, in the ab- 
sence of contract, be compelled to con- 
tinue to operate its utility at a loss. 

The corporation, although de- 
voting its property to the use of the 
public, does not do so irrevocably or 
absolutely, but on condition that the 
public shall supply sufficient traffic on 
a reasonable rate basis to yield a fair 
return, and if at any time it develops 
with reasonable certainty that future 
operations must be at a loss, the cor- 
poration may surrender its franchise, 
discontinue operation, and dismantle 
and sell its physical properties.”’ Phil- 
lips v. Nelson (1939) 34 PUR NS 
378, 381, 108 F2d 725. 


It is therefore the conclusion of the 
Commission, based on the foregoing 
findings of fact, that the Central Utah 
Transportation Company, a corpora- 
tion, applicant herein, should be per- 
mitted to terminate and discontinue 
its operations as a public common car- 
rier of passengers within and between 
the cities of Provo and Orem, Utah, 
and further, if the applicant corpora- 
tion is unable financially to procure 
insurance covering its operations be- 
tween Provo and Geneva, Utah, and 
intermediate points, a summary order 
may be forthwith issued by the Com- 
mission based upon the findings of fact 
herein authorizing the applicant corpo- 
ration to terminate and discontinue 
also its operations between Provo and 
Geneva, Utah, and intermediate points. 








NEW YORK PUBLIC SERVICE COMMISSION 


Re Utility Employee Pension Costs 


May 6, 1952 


maces of policy as to allowance of employee pension 
costs in determining rates. 


Expenses, § 49 — Pension costs. 


Employee pensions are elements of current labor costs and as such consti- 
tute a present benefit ; and costs of a reasonable pension plan will be allowed 
as operating expenses in determining rates, subject to proper restrictions as 
to provisions for future payments, acceptability of a plan to Commissioner 
of Internal Revenue for tax purposes, reasonableness of advance provisions, 
period for which provision is made, and allocation between expense and 


property accounts. 


* 


By the Commission: Consistent 
with our opinion of March 9, 1950, 82 
PUR NS 161, we hold that employee 
pensions are elements of current labor 


159 


costs and as such constitute a present 
benefit. 

The treatment of costs of employee 
pensions in the determination of rates 
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has been given consideration and the 
following general policy will govern 
in such proceedings. 

1. All costs of a reasonable pension 
plan, not provided heretofore, will be 
allowed as operating expenses in de- 
termining rates. Where advance 
provision is being made for future 
pension payments, however, a portion 
of the charge may be considered de- 
ferrable to a later period, if in the 
judgment of the Commission an unrea- 
sonable proportion of the pension cost 
is being charged currently. 

2. In determining, for a utility sub- 
ject to Federal income tax and making 
advance provision for pension pay- 
ments, whether its pension plan is a 
reasonable one, the Commission will 
give consideration to whether the plan 
is approved by or acceptable to the 
Commissioner of Internal Revenue for 
tax purposes. 

3. Under ordinary circumstances 
no portion of the pension charges will 
be disallowed on the ground that it 
relates exclusively to a prior service 
period. However, where the adoption 
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of a comprehensive program of ad. 
vance provision is unreasonably de. 
ferred, the charges may be disallowed 
to the extent that the recognized liabil- 
ity on the date of adoption is increased 
and the increase is directly attributable 
to the extended lapse of time. 

4. Ordinarily a utility will not be 
permitted to spread over a period of 
less than ten years provision for that 
portion of pension costs which are 
considered to arise from service prior 
to the date at which provision for fu- 
ture pension payments had been com- 
menced or shall hereafter be com- 
menced. The particular period is to 
be determined in each case with due 
regard to the financial burden in- 
volved. 

5. While paragraph 1 recognizes 
all employee pension costs as operating 
expenses, this does not prohibit a util- 
ity from allocating to construction and 
retirement work orders and to clearing 
and other accounts an applicable por- 
tion of the cost of employee pensions. 

Adopted by the Commission May 6, 
1952. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Large Programs 


wo utilities serving Washington, D. C., 
have announced about $21,500,000 worth 
of construction plans. 

Potomac Electric Power Company, which 
has budgeted about $17,000,000 for projects 
this year, reports that its directors authorized 
$2,812,000 in additional construction money 
in June. Of the new appropriation, $2,120,000 
will be spent for a new substation whose 
location has not yet been announced. 

The Chesapeake and Potomac Telephone 
Company has authorized $4,347,000 for im- 
provement of its Maryland facilities. The new 
appropriation brings the total approved for 
Maryland this year to $12,412,000. 


R. W. Hendee Elected President 
Of International Gas Union 


 qemee W. HENpEE, president, Colorado In- 
terstate Gas Company, Colorado Springs, 
Colorado, and former president, American 
Gas Association, was elected president of the 
International Gas Union at the 5th Interna- 
tional Gas Conference which was held at Brus- 
sels, Belgium, June 16-19. The election of Mr. 
Hendee for a three-year term expiring in 
1955, marks the first time an, American Gas 
executive has been chosen to head this inter- 
national organization, since the International 
Gas Union was formed twenty years ago. 
\embership in the International Gas Union 
is composed of representatives of the leading 
gas associations from the principal nations of 
the world. The American Gas Association 
represents the United States in the Interna- 
tional Union. Charles E. Bennett, president, 
The Manufacturers Light and Heat Company, 
Pittsburgh, and president of AGA, as well as 
H. Carl Wolf, managing director, AGA, were 
mong the principal speakers at the conference. 
The objective of the International Union 
is the study of matters pertaining to the gas 
industry and to encourage progress in the in- 
dustry from a technical and economic view- 
point, The conference meets once every three 


years 


Blaw-Knox Combines Power 
Piping and Sprinkler Divisions 


LAW-Knox Company has announced that its 
Power Piping and Sprinkler Divisions 
have been combined and Duncan A, Black has 
pa named manager of the newly combined 
division, 


Mr. Black joined the Power Piping Com- . 


pany in 1926 as a piping engineer and con- 
tinued with the organization when it became 
part of Blaw-Knox in 1937. Since the begin- 
ning of 1949 he has been vice president of the 
Blaw-Knox Construction Company, a_sub- 
sidiary, and assistant manager of the Power 
Piping Division. 


Harry A. Kuljian Completes 
World-Wide Inspection Trip 


> eo A. KuLjIAN, internationally known 
engineer, and president of The Kuljian 
Corporation of Philadelphia, has returned 
from a trip around the world. He visited en- 
gineering and construction projects which The 
Kuljian Corporation has under way in many 
foreign countries. 

Two of these projects are the Palermo 
Steam Power Plant in Sicily and the Bokaro 
Thermal Power Station near Calcutta, India. 

The $10,000,000 Palermo plant is an E. C. A. 
financed project to supply electric power to 
the City of Palermo and neighboring areas in 
Sicily. 

The $35,000,000 Bokaro station located in 
the Damodar River Valley near Calcutta is 
part of a large power, flood control and ir- 
rigation project for India’s industrialization 
program. 


CPL to Name New Plant in 
Honor of Lon C. Hill 


Cea of a new power plant by 
Central Power and Light Company will 
begin before the end of the year, it has been 
announced by J. L. Bates, vice president and 
general manager. The new plant, to be located 
in the Corpus Christi area, will be named Lon 
C. Hill Power Station in honor of the com- 
pany’s president. 

Action to name the plant for Mr. Hill was 
taken by the board of directors of Central 
Power and Light Company in the form of a 
special resolution. Lon C. Hill has been CPL 
president longer than any other chief execu- 


(Continued on page 34) 
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@ Complete selection of stub and 
coupon cutting receipters with 
interchangeable die blocks for 
all utilities purposes. 

Write for FREE Catalog. 


A. C. GIBSON CO., INC. surrato's, N.Y. 
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tive and has guided the company through its 
greatest era of expansion. 

Generating equipment for the new plant, 
which will have an initial net capability of 
66,000 kilowatts, was. ordered early in 1951 
and preliminary engineering work has been 
under way since that time. Actual construction 
will begin during the last half of this year 
and the new plant is scheduled for service on 
January 1, 1954. 

The first generating unit in Lon C. Hill 
Power Station will be capable of producing 
twice as much electric power as the largest 
unit in any other CPL power plant. Additional 
units will be installed as needed, and it is ex- 
pected that Lon C. Hill Power Station 
eventually will be Central Power and Light 
Company’s largest plant. 


G-E Booklet Designed to Aid 
Lamp and Lighting Display 


fg AL Electric’s Lamp Division has pre- 
pared a new “Sketchbook of Displays for 
Lamps and Lighting.” It is intended for the 
guidance and use of electric service companies, 
department stores, and other large lamp mer- 
chants, in their preparation of window and 
floor displays. 

Illustrated with sketches and photographs, 
the publication offers 16 major suggestions 
for window and floor displays to tie in with 
the G-E “home light conditioning” program, 


and with promotions of such special lamps 
as the sunlamp, heat lamp, yellow lamp, “G.’ 
lamp, Christmas tree lights, and others. 
Photographs show how merchants have dis- 
played lamps and lighting successfully in the 
past. Also pictured are special displays which 
may be rented from the Lamp Division, 
Copies of* the sketchbook are available 
through the Inquiry Bureau, General Electric 
Company, Nela Park, Cleveland 12, Ohio, 


Utilities and Dealers Promote 
Automatic Gas Clothes Dryers 


yg 400 utilities throughout the United 
States will participate in promoting auto- 
matic gas clothes dryers. Many of these com- 
panies will codperate with appliance dealers. 
This American Gas Association campaign 
centers around a theme depicting such indoor 
appliances as drying clothes “Fresher Than 
All Outdoor.” 

Industry calculations anticipate such sales 
of more than 6 million dryers during the next 
five years. 

Her alding the campaign is a_ continuing 
series of ten advertisements in leading 
women’s and shelter magazines. For local ad- 
vertising purposes, mats of three and four 
columns each will be made available to utilities 
and dealers. Many other promotional pieces 


(Continued on page 36) 
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Thinking 


taste aan Industry Marches On 


While working out today’s problems, management lifting i 
sights to tomorrow’s anticipated needs, utilizes the specializg 
skills of the independent consulting engineering organizatid 
which in a single service provides completely coordinated staf 
of architects and engineers highly skilled and experienced 
all fields. 


Thus end results are attained speedily, surely, and economical 
—and American industry moves progressively forward. 

The Peter F. Loftus Corporation has been cooperating with ( 
management and engineers of utilities, industrials, institutio 
and governmental agencies for many years in working © 
modernization programs, new plant designs, expansions, ¢t 


ENGINEERING CONSULTANTS 


Peter 


Many of chese projects are illus- 
trated in our new let 


$f. Loftus Corporation 
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Leffel hydraulic turbines have meant 


- quality since the first Leffel turbine was 
United built in 1862. In the years following 
co that time the plant has been modern- 
spaign : ized, and the newest equipment has 
7 rf been added. But that original policy 
A. of integrity and quality, begun over 
ning 90 years ago, has remained unchanged. 
al at "gala, § A Leffel turbine is still designed and 
tilities - | manufactured to give decades of serv- 


pieces 
ice (there are Leffel turbines in use 


today which were installed over half a 
century ago). Time has shown that the 
quality features of a Leffel turbine pay 
dividends in dependability and effi- 


ciency for the power plant. 


The turbine installation in a hydraulic 
power development must give many 
years of reliable service. With Leffel 
turbines you can be sure. Write, wire 


insions, ¢ 


or phone today. 


THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT HYDRAULIC POWER FOR 
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are also available, including booklets and a 
display kit. 

Full information may be obtained from the 
American Gas Association, 420 Lexington 
avenue, New York 17, New York. 


G-E Appoints New Manager of 
Pwr. Transformer Apparatus 
Sales 


E. Bauer has been appointed manager of 

* power transformer apparatus sales for 
the General Electric Company, it was an- 
nounced by J. W. Butler, manager of market- 
ing for the company’s Power Transformer 
Department at Pittsfield, Mass. 

In his new position, Mr. Bauer will be re- 
sponsible for the promotion and sales of high- 
voltage testing equipment, bushings, and com- 
ponents for electronic applications; rectifier 
transformers, furnace transformers, and cur- 
rent limit reactors. 


Krane Kar Trailer Transport 


Qusee Horst & Crane Company, pioneer 
manufacturer of the self-propelled, rubber 
tired Krane Kar mobile Swing-Boom Crane, 
has broadened the usefulness of this materials 
handling equipment with the development of 
the Krane Kar Trailer Transport. The mobile 
crane has been integrally linked with a trailer. 
The dual-purpose equipment therefore pro- 


vides a mobile crane for lifting, Stacking 
spotting, and loading applications, and a trans. 
porter for carrying and delivering bulky, 
heavy or large quantities of varied materials 
in yard or shops. 

Of special importance is the fact that the 
mobile crane provides dual seats and dual 
operator controls, so that the unit may be 
operated in congested areas or narrow aisles 
without turning the machine around. 

Illustrations and description of Krane Kar 
Trailer Transport are available in new bulletin 
No. 80 which will be sent on request. 


Catalog on Cable Reel Jacks 
C= Reet Jacks for lifting and holding 
heavy reels are featured in a new two-page 
bulletin published by The Duff-Norton Manu- 
facturing Company. Designed for handling 
cable reels from 20 to 90 inches in diameter, 
these jacks are available in capacities of 5, 10 
and 15 tons. 
Copies of Bulletin AD-26 may be obtained 


from The Duff-Norton Manufacturing Com- 
pany, Pittsburgh 30, Pa. 


“Ditch Bridge” Bulletin 


66pytc# Brince,” a new, time and labor sav- 
ing magnesium bridge designed espe- 
cially for supporting trucks and other similar 
rubber-tired vehicles over culverts and ditches, 


(Continued on page 38) 
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.- Obviously, a combination of tortoise and hare 
and also a good example of how Sorg works. We 
have to be fast and we have to be thorough because 
our clients must have quality, whatever the deadline. 
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legal printing, Sorg has had over 30 years’ experi- 
ence in handling the whole job...from design 
through composition, printing, binding, mailing. 
We're available 24 hours a day in the interests of 
producing fine, accurate printing with, when neces 
sary, utmost speed. 
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HINGS ARE HAPPENING 


in Gas Control 


Two-Stage Flame 
Control 
Temperature modulates 
in 2 stages from high 
to low . . . back to 
high, if necessary, 
to maintain steady, 
even heat. Practically 
eliminates “cold 70. 





Completely Silent 
No annoying operating 
sounds. Minimizes 
flame ignition and 
extinction noises. 


Single, Compact 
Control 


Positive action... 
without hums, clicks 
or bangs! 


One-unit installation 
replaces four or five 
controls, with all their 


connections and pipe 
, joints. Simple to install; 

Instantly Convertible a 
Basic, manual control, 

with 2 kits available 

for conversion to 

automatic operation. 

Quickly convertible for 

thermostatic operation 

»+. in the plant or in 

the field. 


| 


With GASAPACK 


a 
oo 
a, 

' 

: 

{ 


penctctnctatnnentn encnmnaneceete: 


pact control eliminates old-fashioned hookups. 
Builds customer good will. Provides completely 
silent, safe, dependable operation. 


Want satisfied gas appliance customers? Make 

sure every gas-heater installation is made with 

ftp) the revolutionary Gasapack. This simple, com- 
“~~ DEPENDABLE Controls 
A-P CONTROLS CORPORATION 


(Formerly Automatic Products Company) 
2470-N. 32nd Street ¢ Milwaukee 45, Wisconsin ¢ In Canada: A-P Controls Corporation Ltd., Cooksville, Ontario 
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is described in Bulletin DB-1-452, just released 
by Magnesium Products of Milwaukee. Copies 
of the bulletin may be obtained from the manu- 
facturer, 748 W. Virginia street, Milwaukee 4, 
Wisconsin. 


New G-E Switchgear Develop- 
ment Laboratory Opened 


pn circuits of 5,250,000 kva — the most 
powerful ever produced in a research fa- 
cility—are created for power-equipment tests 
in the General Electric Company’s new 
Switchgear Development Laboratory, Phila- 
delphia, Pa. 

These power surges are used in develop- 
ing, designing and testing circuit breakers and 
other power equipment used in utility and in- 
dustrial power systems. 

Two generators, designed especially for 
testing and the largest ever built for short- 
circuit testing, combine to provide the neces- 
sary power. When operated in parallel, the 
two units can deliver 5,250,000 kva assymetrical 
or 3,200,000 kva symmetrical at 15.5 kv, 3 
phase. 

Robert F. Tinnerholm, general manager of 
the G-E Switchgear Department, described the 
new laboratory as “a high-power fact-finder.” 

“Tt will play an important role,” he said, “in 
developing circuit breakers and other equip- 
ment equal to the task of harnessing the 
enormously greater power flow predicted for 
the future.” 

He pointed out that the primary engineering 
objectives of the new facility are: 

1. To develop circuit interrupters of higher 
ratings made necessary by the rapid growth 
and interconnection of electric utility systems. 

2. To speed the development of switchgear 
equipment of all types. 

To study the effects of voltage, current, 
frequency, overvoltage, recovery voltage, arc- 
ing time, reclosing time, light current, capaci- 
tance current, out-of-phase condition, electro- 
magnetic effect, temperature, repetitive switch- 
ing duty and other conditions affecting switch- 
gear equipment. 

4. To reduce cost factors through investiga- 
tion and a more complete understanding of arc 
phenomena and mechanical design. 


Kan, City Pr. & Lt.—Union 
Electric Link Lines 


Apo, 154,000-volt electric line linking 
Kansas City Power & Light Company and 
Union Electric Company (St. Louis) is ex- 
pected to go into service this month, making 
available over 70,000 kilowatts of exchange ca- 
pacity between the two electric systems, it was 
announced recently by H. B. Munsell, presi- 
dent of the Kansas City utility. 

Completion of the new interconnection and 
a line now under construction by Union Elec- 
tric to Joppa, Illinois, will interconnect more 
than 60 electric systems and make it possible 
to “wheel” electric power either way between 
the Georgia-Alabama and Missouri- Iowa areas. 


The Kansas City-St. Louis line, a joint un- 
dertaking of the two companies, took nearly 
two years to build and cost approximately 
$4, 500,000. Kansas C ity Power & Light's por- 
tion of the line runs from its Hawthorn sta- 
tion in the Northeast Industrial District a dis- 
tance of 105 miles east to a point near Salis- 
bury, Missouri, where it connects with the 101- 
mile Union Electric line from Bagnell Dam 

Total capacity of the new line would be large 
enough to supply the requirements of a city of 
100,000 population. The exchange capacity 
available will permit maximum use of the newer 
and more efficient generating plants of each of 
the systems. It will provide a reserve power 
pool from which each may draw during periods 
when generating units are out of service for 
repair or maintenance or in event of emer- 
gencies. 

In addition to the link with Union Electric 
Company, Kansas City Power & Light Com 
pany, over a 53l-mile high-voltage power line, 
has been a member since 1948 of a power pool- 
ing group with St. Joseph Light & Power Com- 
pany, lowa Power and Light Company (Des 
Moines), and fowa-Illinois Gas & Electric 
Company (Davenport, Rock Island, Moline) 
Union Electric has completed or is building 
lines to interconnect its system with Illinois 
Power Company, Central Illinois Public Serv- 
ice Company, Kentucky Utilities Company. 
Electric Energy, Inc., and the TVA system 
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P. U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTUNITY for 
public utility men. A fortnightly quiz of 
ten questions and answers on practical fi- 
nancial and operating problems, as pre- 
sented in the decisions of State and Federal 
Commissions and Courts in their investiga- 
tions of public utility companies. 

Ten questions and answers every two 


weeks—annual subscription $10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 


Munsey Bldg., Washington 4, D. C. 
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“© [never thought of floors in relation to earning power” 
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pre- “Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 

tiga- electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

two of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 


Factories in Ambridge, Pa., Hemilt Ont., Ell r Englend 


Offices la $0 Principal Cities a} Werld- Wide Building Service 

















HERE'S WHAT THE ARCHITECT SHOWED 





Why Q-Floor reduces building time 
20 to 30%. i 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 sec- 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 





Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. it requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
as many outlets, changed as often and 
located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 
ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 
of power in the floors, the building itself 
wil] never be electrically outmoded. 
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Annval Subscription 
Price 


» $43.50 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics, 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol: 
umes o year—$7.50 each. 
Annual tndex—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 


$15 
Twenty-Siz 
Issues o Year 








The 
tive 
law 


Cumulative 


DIGEST 


only complete and outhorita- 
encyclopedia of Public Service 
and Regulation. A life-time 


Digest,; kept up-to-date by annval 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 


A Weekly Tetter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 
minutes. 








FEDERAL UTILITY REGULATION ANNOTATED 


$15 Quarterly 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
once each month. 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings “of 
the Federt! Power Commission 
under the Federal Power Act 
ond the Natural Gas Act. Is- 
sved once each month. 


$36 Annvally 














FEDERAL UTILITY REGULATION ANNOTATED 


Price: $22 


Vol. 1 (SEC) and 
Supplemental Vol. A 


A complete annotation of the 
Public Utility Holding Com- 
pany Act, with the Commis- 
sion's rules and regulations, 
fully indexed. 


Vol. 2 (FPC) 


A complet tati of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





Prices $15.50 








PUR. 
Question Sheets 
Twenty-Six Issves Annvolly $10 


Ten brief questions on up-to-date 
problems, answered by the commis- 


sions and courts. 


An easy way fora 


busy man to keep informed on current 


vtility regulation. 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, 1N¢. 


MUNSEY BUILDING 


WASHINGTON 4, D. ¢ 
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VICES 

ic utility 

topics, 

SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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panaannneeee Now in permanent reference form... 


Electrical World's valuable record of 


THE DEVELOPMENT OF MODERN 
ELECTRIC SYSTEMS and APPARATUS 





Here is the sweeping panorama of the evolution 
of energy generation, distribution and utilization. 
This is the story of the progress of the great Ameri- 
can electric power systems, both private and public, 
and the philosophy and social and economic forces 
underlying their growth. 


Designed for easy reading, this book brings you 
in compact form the unique record of the develop- 
ment of hydro- and turbo-electric power plants— 
of techniques for the construction, operation, and = 
maintenance of the far-flung systems—of public — = PAST, PRESENT 
regulation over companies, their rates and their = one Perens 
profits—of the spasmodic movements for federal 
and municipal ownership of electric utilities—and 
of the rise of industry organizations. 


THE ELECTRIC POWER INDUSTRY 


PAST, PRESENT and FUTURE 


Compiled by the Editors of Electrical World 
178 pages, 8!/, x ||, illustrated, $4.00 





SLECTRICAL wort 





This survey of one of the world’s greatest industries, spanning three-quarters of a century, is a per- 
manent bound edition of the 75th Anniversary Number of Electrical World. Outstanding specialists 
from coast to coast contributed their knowledge and research to make this volume a unique log of 
industry achievement. Every major phase of electric power development is covered—generating equip- 
ment, transmission lines, protective relaying, substation design, 
power metering, rural electrification, holding companies, state 
DISCUSSES— regulation, N.E.M.A., Edison Electric Institute, National Elec- 
e Power systems trical Wholesalers Association, etc., etc. 

e Power stations 

e Station generation 

¢ Transmission Public Utilities Fortnightly 

e General system 309 Munsey Bldg., Washington, D. C. 








techniques Please send me a copy of Electrical World’s, THE ELECTRIC 


Distribution POWER INDUSTRY. Payment to be made as checked. 


e Maintenance and — 
metering 
Use of electricity 
Organization and 


regulation 
° . ment enclosed send C.O.D. 
Industry organizations ow G 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





| ‘Tae American AprprRaIsaL Company 
ORIGINAL COST STUDIES e@ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
10 E. 39th St., New York 17, N. Y. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











DAY & ZIMMERMANN, INC. 
ENGINEERS 

eicion NEW YORK PHILADELPHIA CHICAGO 

log of DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 

$ equip- 








design, 
S, state * 
E ord, Bacon & Davis 
9 
VALUATIONS En j CONSTRUCTION 
REPORTS Gilieers RATE CASES 
NEW YORK @ CHICAGO e LOS ANGELES 








GIBBS & HILL wo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 








INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON + PHILADELPHIA + ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 














W.C GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO 9 Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 

















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





lI] <™o 
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PROFESSIONAL DIRECTORY (continued) 
Spe huljian Coyoralion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








GAS 
ELECTRIC 
WATER 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


120 Broadway New York 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 








80 FEDERAL STREET “=. BOSTON 10, MASS. 
RATES TAXES 
wre MIDDLE WEST emeeen 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 














CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 


331 SOUTH LA 


Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 


PURCHASING INSURANCE AND DEPRECIATION 





SALLE STREET. CHICAGO 4, ILLINOIS 











Outstanding Designing + Engineering + Construc- 


in the 
Industry 


tion * Piping » Equipment « Surveys 
* Plans + Steam or Diesel Power 
Plants, Alterations Eapoustens 
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PROFESSIONAL DIRECTORY (continued) 





rae RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA, 











SANDERSON & PORTER 
one 


CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
REPORTS — VALUATIONS 









for Public Utility 
1304 ST. PAUL STREET 


BALTIMORE 2, MARYLAND 








Construction Cost Trends 
ALBRIGHT & FRIEL INC. 


Including Hydro-Electric Properties 
Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
Airfields, Refuse Incinerators, Dams 
en ~ Plants, Flood Control 
ndustrial Buildings 
City pussies. Reports, Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 


EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis Ind. 














Boopy-BENJAMIN 
ASSOCIATES, Inc. 


CONSULTING ENGINEERS 


Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 








Mention the Fortnicutty—It identifies your inquiry 















ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS aAnpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, Il 
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PROFESSIONAL DIRECTORY (concluded) 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reporte—Appraisais 
Original Cost and Depreciation Studies 
Rate Analysce—insurance Surveys 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUB, CHICAGO 


LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











-AND 


SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


A. S. SCHULMAN ELEctTric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
ansmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON S&T. CHICAGO 6, ILL. 











SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 




















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 

















LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 


Rate Case Investigations 
end B Tramined 





919 Eleventh Street, N.W., Washington |, D. C. 
Telephone: National 7793 


Testing + Inspection + Consulting 
Product Development & Research 
UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York © Philadelphia * Providence * Dallas 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


TILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 














LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Dlinois 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready al 
ence. Their products and services cover a wide range of utility needs. 


A 


*Abrams Aerial Survey Corporation 
Albright & — oo «» Engineers 
*Allen & Compa 

American Appraisal Company, The 
American Caliqua Company 
Analysts Journal, The 

A-P Controls Corporation 


Babcock & Wilcox Company, The 
*Barber-Greene Company 
*Bituminous Coal Institute 
Black & Veatch, Consulting Engineers 
ew Division of Blaw-Knox Co. 
on = & Com 

idy-Benjamin 
SSastoushe Adding Machine Co. 
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Carter, Earl L., Consulti 
Cleveland Trencher Co., 

*Cochrane Corporation 

Columbia Gas System, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 
*Drexel & Company 


Ebasco Services, Incorporated 
Electric Storage Battery Company, The 

Inside Front Cover 
Elliott Compan 32 
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*Equitable Securities Corporation 


*First Boston Corporation 
rd, Bacon & Davis, Inc., Engineers 
Foster Wheeler Corporation 
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Gannett Fieming Corddry and Carpenter, Inc. .. 
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neral Electric Com: 


Cibes & rn Inc., Consu ting Engineers 
Gibson, A. C., Company, Inc. 

Gilbert Associates, inc. Engineers 
Gilman, W. < +. &C 

*Glore, For 

*Guaranty 





Haberly, Francis S., C Iting 
*Halsey, Stuart & Company, Inc. 
Hansell, Sven B., Consulting Actuary 
Hartt, Jay Samuel, Consulting Engineer 
Harza Engineering Co. 

Hill, Cyrus G., Engineers 

Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 





International Business Machines Corporation .... 
International Harvester Company, ee. 
Irving Trust Company 
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Jensen, Bowen & Farrell, Engineers 
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Lefer, William S., 

*Lehman Brothers 

Lincoln Engraving & Printing Corp. 
Loftus, Peter F., Corporation 

Lougee, N. A., & Company, Engineers 
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Lutz & May, Consu 





Main, Chas. T., Inc., Engineers 
Mercoid Corporation, The 
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*Morgan Stanley & Company 
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Newport lowe S Shipbuilding & Dry Dock Co. 
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*Pacific Pumps, 
Pioneer Service H  Eaahacering Company 
Pritchard, J. F., & Co. 


Recording & Statistical Corporation 
Remington Rand Inc. 

Robertson, H. H., Company 

Rust Engineering Company, The 
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Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers . 
Sloan, Cook & Lowe, Consulting apes 
*Smith, Barney & Co. ‘ 
Sorg Printing Company, Inc. .. 

*Southern Coal Company, Inc. 

*Sprague Meter Company, The .. 
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w 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 


WT. 46900 


output of 8,150,000 horsepower. 


RUNNER FOR BUGGS ISLAND DEVELOPMENT 


ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 











The Type CO Overcurrent Relay is availabl. 
Flexitest or standard rectangular projection ca 


has a “Two-in-One’ Time Curve 


One relay now gives you two time curves. greatest advance in overcurrent relayit 
Inverse and very inverse relays are identical since Westinghouse developed the inductid 
except for calibration and may be changed disc relay. 
from one curve to the other (or intermedi- Ask your Westinghouse representative 
ate curve) simply by changing the calibra- show you the new CO Relay—he II be g 
tion adjustment—a new high in protective to go over it feature by feature with you 
relaying flexibility. or request a demonstration by writing 
The CO Relay also offers superior per- Westinghouse Electric Corporation, P.| 
formance in accuracy. Its new “E” element Box 868, Pittsburgh 30, Penna. J-404i 
has four independent adjustments to assure 
accuracy over the entire operating range. 
Flexibility, accuracy and reliability com- 
bine in the new CO Relay to represent the 





